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ZITLE 11. MARYLAND SECURITIES ACT. ewr_@vv.. w
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- At ebbia vl l.;g- ihLY
JUBTITLE 1. DE?INITIQNS: SPECIFIC PROVISION:.

732A § 25. Definitions, When used in this ;untxtle,m&
unless the context gthervise raquires:]

A1-101. DEFINITIONS.

i vy

AA) 1IN GENZRAL.

IN‘THIé TITLE, THE FOLICWING WORDS HAVE THE MEANINGS

INCICATED.

g(a)] (8) "Agenth means [any] AN individual other
than 1 broker—d=alar yho represents a  troker-dealer or
issuer in effecting or attempting to effect ZRE’
[purchases] PURCHASY or Lsales] SALE of securities.
"Agent® does not incluae an individual who represeats anm

issuer in:

A1) 2ff:c=1u4 A Ttransactions] TRANSACTION in
a security exempteda ¥y ' classe (W), (2), (3), (10), or
(T " of , 20 (),: 277 (D, (2), (3), (1W0), OR (11) OF
§11-502(A) ;

A2) =2'tacting ltramnsactions]) A TAANSACTION 42

exempted by [ § 20 (b), #r] §11-502(B); OR 43
A3) affecting jtransactions] A TRANSACTION 45

EXPLANATICN: CRAPITALS INCICATE NEW MATTER ADDED TO EXISTING LAw.
(Brackets] indicatc matter stricken froa existing law.
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ith AN 9:153}99 *‘yenployges] zuELOYEE, (pa:tners]
ARTNER, 2 of the IS“nEt it mno
onlissicn or *other renuneratxon is paid or given

W‘ih e

w “’"’“
1rect11 prqlindxrgctly for soliciting any persoa in

\., 54 +

this) TBB State.,

.‘u) jjpé‘-'rtner’, ofacer-, or director"';__')f a
roker—dealer or issuer, or A person occupying a similar

tatusto;:bérfbriing similar functions, is An agent only

f he [othervise] comes within this definition.

Fd)] () "?toker—dealer" means {[any] A person
ngaged in'th? ‘business gf effecting transactions in
~N
becurities for the account c¢f others or for Kis

hccount.,’ "ﬁrbkgg-déaler"idoeg_not include:
A1) | an agent(,];
A2) an issuer(,]:

A3) a kank, savings institution, or trust

ompany{ ,}: or

A4) 4 person who has no place of husiness in

this ) THE State if:

Z(A)] (i) he etffects transactions in { this]

THE State exclusively f¥ith or Ehtough [ (i) ) the {issuers])
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ISSUER of the securities involved fn the transactions,

. (ii) other broker-d=alers] ANOTHER BBOKER-DZALER, gr

.

[ (iid) tanks } A ' BANK, savings ([institutions)
INSTITUTION, trust  pcompanies] CONPAHY, - insurance
;conp#uiesj CONPANY, investment (companies] gZONPANY as
defined in tbe‘ Invest‘ent' Ccapany Act of 'uo, A pénsion
gr profit—-sharing Lfrusts,] TRUST or other financial
[institutions]) 1N§TITUTIOI or institutional i buyers]
BUYER, whether acting for §Pgtheaselves] HINSELF or as

.trustees, ] TRUSTEE; or

.

gb) 2 (ii) Auring any period of {twelve) 12
consecutive months he 1025 got direct more than {fifteen)
15 cffers to sell o1rL buy into {this] THE gtate im any
sanner to [ persons)] ANY PERSON other than those specitiéd
An {clause (A) ] ITz3H4 (i): whether or not the offeror or
fany of the) AN  offerces] OFFERZE is [then) present in

tthis) THE Stat=.

g3 (D) "Commissioner” awmeans the securities
comaissioner, the principal gxecutive officer of the
Division of Securities designaged in [§ 30 of this

Fubtitle.} 511-505 OF THIS TITLE.

A=) "Guaranteel" meaus guaranteed as to payment of

principal, interest, or dividends.
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Af) _ "Investment adviser" means {any) A p2rson who,
for compensation, ¢ngajes in the business of advising
others, either directly or throuyh puklications gr

writings, as to the value of securities or as to the

advisability of jnvesting in, purchasing, or selling

securities, or whc, fcr compensation #And as a part if a

regqular bus ess, issues or prosulgates analysis® or
Yeforts concerning securities. "Investment adviser" does

not include:

Al a Lkank, =avings institution, or trust

company;

A2) 1 lawyer, accountant, enginaer, or
teacher wvhose performance of these gervices is solely

incidental to the practice c¢f his profession;

A3) 4 troker-dealer vhose performance of
thes=2 services is sogl2ly incidental Yo the counduct of his
business as a hroker-—dealer and who receives no specidl

gompensation for ther;

A4) a publisher of any oona fide n=2wspaper,
news nmajazine, or cusiness gr financial publication of

general, regular, ana paid circulation;

AS) 1 parson whecse advice, analyses, or
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eports relata only to securities gxempted by [§ 26 (a)

(M1 311=-502) (V) S

A6) a person vho has no place of business in

 this} THE State if:

P(ad) ] (1) his g,cnly clients in [ihis] THE
State a!e n* Advisers, ftroker—=dealers,

other 1invastae
panks, savings institutions, trust coapanies, iInsuraace
companies, investmert comganies as defined in the
Investment gompany Act of 1940, pension or profit-sharing
trusts, or other financial Pinstitutions] INSTITUTION or
AN institutional |[Lkuyers] BUYER, yhether acting for

ithemselves ] HINSELP or as [trctstees, ] TRUSTEE; ¢r

g8) ] (ii) during any period of {twelve] 12
consecutive months he does Rot direct business
communications into | this] THE State in any manner fo
ror2 than fiva2 clieuts other than those specified in
.Clause (A)] TITEM (i), whether or not he or any [of the
jersons) PERSON to wvhom the communications are directed

1S then present in Tthisl THE State; or

A7) Isuch j ANY cther ([persons) PERSON not
vithin the intent of yhis [ paragraphj SUBSECTION as the

Commissioner may by rule or order designate,




cA Titlell
-0DSFORATIONS AND ASSOCIATIONS - Staff Draft F
11,20/74

sn niter to bwy, 4 s5aeciarity or interest gn a security tor
L

value.

iyl () “Person* means an individual, a
corporation, a partnership, #n association, a joint-stock

coepany, a4 trtst where the interasts ot the Jenericiaries

are evidenced d‘ a security, gn unincorporated

organization, a government, @gr a political subdivision of

a government.

Z(H (] (xX) “sale* or “sell" includes every
contract of sale of, gontract to sell, or disposition of,

a security or 1int2rest in a security for value,

k)i "Securities Act of 1933," "Sacurities
Exchange Act of 1934,"™ ypPublic Utility Holdiny Company
Act of 1935," dnd "Invastment Company Act gf 1940" mean
the tederal statutes of those names [ as amended hefore or

dfter June 1, 1962].

Z(1)] (M) "Sccuri*y" means auny not2;1}, stock{;:;],
treasnry stocky :Y, Youl_;J), debenturei ;;, <2vidence of

indektedneass{; ], c=rtificate of interast, [-3d

participation in any:
AN profit—sharing agreement;

A2) collataral-trust certificate;




CA Titlel1l
COFPORATICNS AND A5SOCIATIONS - Staff
11,20/74

A3) preoryanization certiticate

subscription;

A4) transferatle share;

A5) investment contract;

‘ A6) voting-trust ‘ertiticate; i

A7) certificate of deposit fcr a security;

AB) certificate of interest or participation
in an oil, gas, or mining ¥itle or lease or in payments
out cf production und=r 7such a)] THE title #r lease;

orf ., ]

A9) i1in general,] any interest or instrument
{ccmmonly ] known as a "security;" gr [any) A certificate
of interest or participation in, temporary or Znterim
certificate tor, receirt for, guarantee of, or warrant or
rignt ¥o subscribe to or purchase, any of the _foregoing])
PRECENDING. "Security' doés not include any insarance oo
endowazent pclicy or arnuity contract under which an
insurance ccmpany promis2s to pay money either in a lump
sum, (or} periodically for life, or some other specified

period.

P (=)} (N) "State" means any state, terraitory, or
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socsession ot the Mnited  States,  the pritrict ol
IS

columtia, and Pusrto Rico.

7 (3) ()1 (D) The terms detined

_subsection] SUBTITLE do not include:

{

corporation distributing the dividend is the issuer of

g(A)3 (V) any bona fide pledge or loan;

P8y (2) any stock dividend, whether the

the 3tock or not, it nothinj of value 1is given Yy
stocknolders €or the dividend cther than the sarrender of
a right to A cash or progerty dividend wnen each
stockholder may elact to take the gividend in cash, {or]

property, cr in stock;

g(C)] (3) any act incident to a class vote ky
stockholdlers, (pursuant z0) UNDER the cortiticate of
incorporaticn or the applicatle corporation gtatute, on a
zerger, consclida=ion, 1 classification ot securities, or
gale cf CoOrporutc ass2ts 10 cornsidaration ot the issuance

of securities gf aanctanr corforation; or

z(M ] () any act 1incid2nt to J judicially
approved reorganization in Mhich a security is issued 1in
exchange for cn2 Or mor= outstanding securities, glaias,

or property inter2sts, oOr partly in [such] exchang2 and
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partly for gash.

REVISOR'S NOTE: JFhis scction presently appears as

Art. 321, 4§ 25.

Subsection fa) iIs the standard introductory

la%guage to a definitixl saction. ‘

In gubsection Af) (7) the word "any" is

substituted for the word "“such."

In gubsection (y) the words "those dealing
with" are substituted for the word "that.® Zn
gubpsaction Ay) (1) the word “under" is

substitutel tor the words *"purusant to."

n guosection Ag9) (2) the word “tha®

substituted ror the word “such."

guksaction f3j) pgresently appears as Art. 324,

§25 (i) -

Zn gubsaction o) (3) the word t"uader" is

substituted tor the words "pursuant to."

Zhe #gnly gther changes are in punctuation,

internal crcss references, and style,
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11-102. SPECIFIC PuOVISICNS.

AR) LIMITATION OF FRAUD, DECEILT, AND DEFRAUD.

£325 (d) ] "“Fraud," "deceit," and “"defraud" are not

lirited to common-law deceit.

,(Bg SECURITIES GIVEN %ITH OR AS BCNUS FOR‘PURCHASE

OF SECURJTIES.

v (3) (3) ) Any s=curity given or delivered with, or as
a Lkonus {on account gf, any] BECAUSE QOF A purchase of
securities cr uny otner thing is considered Yo ccnstitute
part of *he subject of tie opurchase and to have Leen

of fered and sold for value.
AC) GIFT OF ASSESSAELE STOCK.

g ) w3 4 purported gift of assessarle stock is

considered to invclve An cffer and sale.
AD) SALF OR OF:rlL? OF A WARRANT OR RIGHT.

Z(3) (5) ) Bvery sale or ofter of a warrant or rigat
to purchase or subscrive ¥¢ ancther security of the same
Or another issu=ar, ,as well as] INCLUDING gvery sale or
offer of a security which gives the holder a present or
futura yight or privilege tc convert 1into another

security of the same ol another Zssuer, is considered to

- 11 -
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include 1n offer of the other security.

REV1ISOE'S NOTE: Zhis section presently appedars as
Art. 32A, ' § 25(d), (P (3), (&), and (5).
gatchlines are added to each subsection.

In gubsection Ab) thke words "because of a" are
substituted for "on account of, any."

Zn guoskction (d) the word “including® is
substithted for "as well ag["

Phe gnly gther changes are in style.

BUBTITLE 2. FRAUDUYLLENT AND OTHER PROHIBITED PRACTICES.
X1201. { (32A 3 13).] Offers, sales, or purchases.

Zt is wunlawful tor any persom, inr conncction with
the off2r, sale, or purchase gf any security, directly or

indirectly:

A1) To employ any device,.scheue, or artifice to

defraudf, }:

A2) 1c make2 any untrue statemant of a wmatarial tact
or tc omit to stat2 4 material fact necessary in crier to
make the statements made, in the 1lignt gf the
circumstances unier which they are madea, aot

misleading[, ]; or

A3) To engage 1in any act, practice, or course of
business which op2rates #r wculd operate as a traud or

deceit [upon] ON any p=2rson.

- 12 -
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REVISOR'S NOTE: Zhis section presently appears as
Art. 32A, 3§13,

2In ytem A3) the wcrd "on" is substituted for
the word "“upon."

Zhis gection xs an omnibus section that gives
the Security Exchange Commissioaer the fight
of action. For the provisions giving a
private citizen the rTight gf action see
#®11-508, 2

ZThe gnly ghanges are technical changes in
punctuation.

21-202. ((32a 3 14).) Advisory activities.

Xa) FRAUD AND DECEIT.

2t is unlawtul for auy fperson who receives any
consideration frcm ancther person primarily for advising
+he other person as *o the value of securities d#r their
purchase or sale, whether through the 1issuance of

analyses, (or] reports, or otherwisel,]:

A1) To emrloy any device, schempe, or artifice

+o letraul tha other perscng,}; or

A2) To =nygaj2 in any actg, practice, or course
ot kusiness which operait-»s gr would operate as 1 fraud or

deceit {upon] ON tae athar person.
{p) EXTENSION OF AN TNVESTMENT ADVISORY CONTRACT.

It is unlawful for any investment advisor to =2nter




"
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pdltnurship, no 1s5igJuwent of  4n investaent advisory 377

contract is consiler>d to result from the {eath or

vithdravwal ct a minority of the members of the investmeut 374

adviser having only a rinority fgnterest in th~ husiness 374

of the investment adviser, cr trom the admission fo the 380

iavestment dadviser of ne cr more memkeryg who, after g

,dmiséion, will pe only a minocrity of the wmoapers and 3y

will have only a minoritv interest xn the husiness. 382
Ac) TAKING OR HAVING CCSTODY OF ANY SECURITIES OR 334

FUNDS OF A CLIENT.

2t is urlawful for ainy investment adviser to take or 3dn

have custody of any gocurities or funds oi any client 387
1£{,]:

AN The Cemmissioner by rul2 rprohikits 339

custody; or

A2) In tho ansonce of rule, th= Lnvestment 391
adviser fails +*o notity the gcamissioner that ne has or 392
Tav have custody.
REVISOE'S X0IT: Phi1s section presently appedrs as 397
Art. 32a, 31u. Catchlines are added.

Zhroujhout Yhis gection the wordi ‘“on" 1is 41
substituted for the word "upon."

Zhe gnly gther chang2s are technical changes 405
in punctuation and style.

- 15 -
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SUBTTYLE 3. RFGISTRATION OF BRUKER~DEALERS AND AGENTS. o
21-301.  { (322 3 15).1 tHegistration requirement.

Aa) Transaction of business by unregistered person

snlavful.(~-]

It is unlau§11 for any person to‘ transact business‘

in {this] THE Stuate gs a krcker-dealer or agent unless he

1s registered vuder this _subtitle) ZITLE.
A) Agent rejquiied to be reyistered.{-]

It 1is wunlawful tcr any tkroker—dealer or issuer to
employ an agent unlass fhe agent is registered. When an
agent terminates a connecticn with a broker-dealer gr
issuer, or terminates those activities which make him an
agent, the agent As well as the Ccroker—-dealar or issuer

shall prcmptly notify the Commissioner.
AC) Expiraticu and renewal.i-}

¥nless sccner terminated under other provisions of
this [ subtitle} ' Fall registrations) EACH
REGISTRATION ct crcker—dealers and agents shall gxpire on
Octoner ‘31st} 31 of »aca year; provided, howaever, that
[all such yegistrations) EACH REGISTRATION in eoffect on

Octoher 31, 1964, saall gyemaip in effect, without renewal




4 Titl2 11
GI.EORATIONS AND ASSQCIATIONS - Staftf Draft F
1/20/74

r the payment of any idiitional registration f£~2, uatil

ctover 31, 1909 unless sccner terminated uader other

TTLE
rovicions gf this Gubtitlg,

Ad) Agent terminating connection with

roker—dealer; veginnirg connection Hith another
roker—deé‘er.[—] ‘ ’

gvery ragistration cf an agent expires vhen the
gent terminutes uis connection yith a Lroker-—dealer
egistered under this  subtitle] TITLE or with An issver.
ihen [ such a} THE gerson whc is currently registered as
U ajant uuder tnis _suotitle TITLE tegins a connection
ith another Wroker—-dealecr or issuer, he shall file an
hpplication for 1nitial registration s provided in [§
6(a)} §11-302(A) and sunill pay the filing fee prescribed
y {§ 16(b) ] 11-302(B). Unless the Coamissionar takes
nction under Z3 18 ner=2of ] §11-304 OF THIS TLIILE to deny
T  suspend i sucal  TdP Yojistration, the {sd4id] agent
egistraticn shall Lercome eftective Lthirtyy 30 days
ifter receipt of the spplication oy the Commissioner and
hall continue gn =~riect until 1t expires under the
rovisions of subsection (c) (hereof) @F THIS SECTION, or
nder the grovisions of this subsection, whichever Mould
:arlier occur. Tne Cormrmissicner shall be empowered to

aive the §gthirty-day] 30 DAY period or any portion

- 7 £
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fthera20f) OF IT at his discretion.

REVISOER'S NOTE: Zhis secticon presently .apgears us
Art. 32A, {15,

In gubsection Ad) the words "aof this section"®
are substituted for the wvord "hereof'; fhe
word "the" is substituted for the word "“such®;
the words "of it" are gubstituted for the word
"thereof."

gross Aterences are confor!ed.

Zha gnly gther changas are technical changes
iREPOTtSPion and style.

A1-302. [ (322 § 16).] PRegistration procedure,

Aa) Aprplication; ettective date of registrationg

renevwal registraticn.{-)

A1) A Lbroker-dealer or agent may oktain an
initial registration by filing with the Commissioner an
application togzther with a ccnsent to service gf process
[pursuant to 4§ 33(g) ] UNDER §11-51%(G) . The application
ghall ccntain whatevar infcrmation the Commissioner Ly

rule requires ccncerning gsuch) matters as:

Ai) th= applicant's forn and place of

organizaticn;

A11) th-> applicant's proposed method of doing

business;
Aiii) the jqualifications and business history

- 18 -
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of the applicant 1ind, in yhe case of 3 kroker—deiler, any
partner, officer, or director, any person gccupying a
cipilar status or pertorming similar functions, or any
person Airectly or indirectly ccntrolling the

rroker—dealer;

Ai¥) any injuncticn or*dninisttative ordez.‘or

convicticn cf a wislemeancr Znvclving a security or any

other aspect of the sectrities Ftusiness and Any

conviction of a felony: and

Av) tha2 applicant's financial condition and
history. The Commissicner @t his discretion may publish
an announcement of the agrplicants tor registration in
tsuch)] THE mewspapers ~as) he determines. If no denial
order 1is %Zn etfact ani nc grcceeding is pending under [§
18] 411-304, reyirstrasicn geccres 2ftactive at noon of
the [ thirtietk) 307! duy 2fter an applicatioa xs tiled.
The Commissicner may “v :ul2 o: order specify an earlier
effective gdate, and »e may by order defer the affective
date until nceon of ti2 _thrrtiethj BO0TH day atter the

tiliny ot any amendment.

A2) 4 tYtrokor-dealer may oktain a renewal
registraticn by tfiling With Xhe Ccmmissioner an

aprlication ccntaining whataever information the
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cormissioner J}y rule r=quires to keep current tne
information ccntained in the application for initial
registration. A troker-dealer or issuer may okttain a

reneval yegistraticn for the agents associated with 1t Ly

filing with the Coamissioner #n application containing

thsi names of the aqgnts associated 'ii] it and 4«

certification that, to the kest knowledge, information
and telief of |suchj 2ZHE kroker-dealer or issuer, there
has teen no change in the infcrmation gontained in [such]
THE agents' applica*ions fcr the registraticn then
gurrently in eftect, or if there has FEeen any such
change, 'specitying the game. Evary application for
renewal registraticn shall beccme etfective gn the date
it is received by <+he Ccmmissionar or fupon) ON the
expiration gf the previous registration, whichever 1is

later.
Ac) Filing f2e. -]

EZvery agpplicant for imitial or renewal reojistratiou
as a troker—dealer £hall pay a filing fee cf {$75.00]
$£75. Every dpplicant for initial or ren=2wal
registraticn as an aJent shall pay a filing tee of
[{$15.00) 3$15 gxcept that a partner, of ficer, or director
of a broker-dealer ajpplying for initial or renewal

registration as an ag=2at {such) THE Etroxer-dealer
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ghall pay a filing te~ or | $2.00]) 32, Vhen application
ic denied or withdrawn, fhe Ccrmissioner shall r2tain one
half of the fee. The wmaximum initial gr renewal
registration filing fees payatle wvith the application of

any kroker—dealer and its agents shall be {$500.00] $500,

tegardless of thegHumber of agents affiliated with [such]‘

~HE Lroker—dealer. In addition, gach agent application
received at a time cthar than the initial or renewval
registraticn filed w5y a Lkrcker—dealer will require a

prescribed filing tee gf [ $15.00) $15.
AC) Registration of successor.{-]

X registered kroker-dealer may file an application
tor registraticn of A successor, whether or not the
successor is than in 2xistence, for the Mnexpirel portionm

of tha year. Th2re shall te wc filing fee.
Ad) Net capital; acareqate indebtedness.(-)}

Xnv kroker—deale: roygistered in [this] THE State
snall have and malintiin @ net capital of not less than
$15,000, aud no such troker—dealer,  (Jother fxhan one who
deals exclusively in securities exempt under sy 26 (a)
(1) gr 26 (a) (2)1 33 11=502(A) (1) OR 11-502(A) (2) of
this (subtitle)) TITLF, ghall permit his iggregate

indebitcdness to all other persons to exceed 2,000 gper

- 21 -
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centum) PERCENT of his net caipaital. Tha ternss
naggregate jndertedness" and "net capital®" shall be

defined kty rule of the Commissioner.

Ae) Surety oond.i -)

&he Cosmissioner n‘i ky rule requirei ragistered

troker—dealers and agents ¥c [ost surety bonds in amounts
up to {ten thousand dollars] $10,000, conditioned Xhat
the registrant will ccaply with the provisions ot this
{suttitle) TITLE And +he rules and regulations issued
{pursuant thereto) UNDER THIS TITLE. /{Such]) 1HE bond may
be {so] drawn to cover the original registration And any
renewvals [ thereof ] OF THE REGISTRATION. Auy appropriate
deposit gf cash or s2curity shall L= accepted in lieu of
{anvy such) THE bcni. /Zvery tcnd shall provide that mno
suit may pe adaintain=1 to onforce any Xiavbility : thereon]
ON THE BCND unl2ss wcrought within two years itt2r rhe
contract of sila or other act ugoa which 7 such) THE suit
is tased and shall 31lsc provide that the liability of the
surety on <€ach - such; ibcnd go (all persons) LACH PERSON
aggrieved shall in no eveat exccad in the gggrejatz the
penal sum | thereof i.

REVISOF'S 4)TLk: 2Zhis section presently appears 4s

Art. 324, :z1lu.

Jn gubsectllou Aa) (1) the word “under" |is
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ch-any2d to  the words “pursuant to" aond the
yord "such'™ s deleted,

In ganscctidn La) (1) (v)  the word “"the" is
supstituted for the word "such," aud the word
yas" is deleted.

2n ftem Afa) {(2) the words "in the agents™ are
supbstituted for "in such agents®™; aand the wvord
“the" is gubstituted for th wvords "such
Froker deal 1

2n rhe gecond and fourth sentences of
subsectior (b) the word "the" is suicstituted
for the word “such.,"

In gubsectiocn fc) tke word "on" is substituted
for the word "“upon."

In rhe first sentence of subsection (e) the
vords "under this title" are substituted for
th2 word "thereto." in the second sentence
the word "“the" is substituted for the wvword
“such®; th» word "sc" is deleted; the words
"of +the registraticn" Are substituted for the
wecrd "thereof"; the word "the®" is supstituted
for Yhe words "“any.- such." In the fourth
sentance +<he words “on the boad*® are
gubstituted tor the word "thereon"; the phrase
"yith tne suit" is substituted for "with such
suit"; the phrase "on each such Lond" is
changed *c read Pcn eaca bond."™ The last word
“theraof" 1is leleted.

t g+ther changes are technical changes
E uaf1cn and style.

M-ﬁ(n‘
in,pun

F1-303, ¢ (324 3 17).; Post-registration frovisioans.
Aa) Records to e vtept by broker—dealer.: -]

Zvery registorad croker-dcaler shall make and keep
.Suchj THF accounts, gorresgcndence, memoranda, papers,

tooks, and other recorids (as] the Commissioner }y rule
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prescribes. All raccrds so required shall Lke¢ vresarved
for three yrars aunlecs the Ccmaissioner oy rule

prescribes cthervise for particular gypes of records.
Ap) Financial regorts.i-)

Every registered hroker—dealer shall file {such) THE

financial repo' s yas] the Commissioner by rule‘

prescrites,

Ac) Correcting intcrmation filed

Coraissioner., -}

2t the inforaation ccntained in any document tiled
with the Ccamissioner s or becomes imnaccurate or
inccmglete in any material respect, the registrant
PRCMPTLY shall {prcmptlyj file a correcting asmendaent
unless notification #f the correction has baen given

under ¢ 15 (k) ] §11-361(R).
A3) =xarination cf records.i-)

Xkll the records rafarred tc in subsection (a) are
subject at any time or frcm time to timo to isuch]
reasonable periodic, special, cr other examinations xy
representatives of the Ccmmissioner, within or without
tthis] THE gtate, as the Cosmissioner {deems] CONSIDERS

necessary or apvroptiar~  ¥n th public interast or for

- 24 -
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the grotection of invastors. For the purpose gt
avoiding unnecassary duplication of examinations, the
commissioner, 1insotar ' 4As he { deeas] CONSIDERS it
practicable in administering this subsection, xay
cooperate with the  securities adsinistrators of other

states, the Securities and Exchanje Commission, and any

national securitfs exchange or nifional gacurities .

association registered under the Securities Exchange Act

of 1934,

REVISOE'S NOTE: ZPnis section presently appears as
Art. 32A, 4§17.

2In gubsections [a) and (p) the word "“the" is
csubstituted for the word "such® and the dord
"as" is deleted.

An gubsection Ac) the phrase '"registrant
freeptly shall" is substituted for "reyistrant
#£hall gpromptly.” This is done to confora to
style guidelines.

In gubsection Ad) the word “"the" 1is
substituted tor the word "such™ and the word
“considers" is substituted for the word
"deems."

gross references are€ conformed.

2h- pn Ftner changes are techunical changes
1u,puﬂ6 a?ion and style.

A1=-304, 7(32a 3 18).j Denial, revocation, suspension,

cancellation, and Mithirawal of registraticn.

Aa) ] is for denial, suspensicn,

Levocaticn.{-]
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The Ccmmissioner may ty order deny, suspend, or
revck2 any registraticn ¥f he finds [(i)] that the order
is in the puktlic interaest and { (2) } that xhe applicant,
for] registrant or, in the case of a troker-—dealer, any

partner, gpfficer, or ‘director, any persom occupying a

siui‘ar status or perfor‘ing gimilar functigns, or any

peréon directly or indirectly controlling the

proker-dealer:

PAY)] (1) Has filed an application for
registration which as of its effective gate, or as of any
date after filing in the case of an order demying
effectiveness, Mas incomplete in any material respect or
contain2d anvy statement which Was, in 1liqht of the
circumstances under which' it was made, false or

misleading with raspect to any material fact;

g(8)) (2) Has willfully viclated or willfully
failed to comply with any prcvisions of this [suktitle]
TITLE, {or} a predacessor act, or any Yule or order under

this {suptitle) TITLE or a predecessor act;

Z(C)] (3) Has been convicted of a1 fa2lony,

infamous crime, or other crime gnvolving moral turpitude;

21(D) 1 (4) Is permanently or teaporarily

enjoined by any court of ccogetent Jurisdiction from

- 26 -
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©nJaylng 1n or continuing 3any conduct or practices

involving gny aspect of the securities business;

2(E) ) (5) Is the sukject of an order of the
commissioner denying, ., suspending, gr revoking

registration as a croker-dealer or agent;

‘ E(®)Y) (6) I! the sukbject of an order entered

within the past five years By the securities
administrator of any other state or by the Securities #Znd
Exchange Ccemission denying or revoking registration as a
rroker—dealer pgr 1gent, or the substantial equivalent of
those terms as detined in this pPsubtitle] TITLE, or is
suspended 6: 2xpelled from a national securitias gxchange
or nationdl securities association registered under the
Securities JPxchanje Act of 1934 either by action of a
national securities exchdange gr national sacurities
association, the effect c¢cf which action has not been
gtayed by appeal or othetwise2, or Ly order of the
Securiti:s and Exchange gommission, or is the sucject of

4 Unita2d4 States {pcst—ouftice) ECST OFFICE fraul order;

bue:

A1) the Commissioner mdy not 1institute a
revocaticn cr suspension prcceeding wnder (clause (P) ]

ITEMY (6) more than one y:ar frcm the date of tn2 grder or




CA Titlell
CORFCRATIGNS AND ASSOCIATICNS - Staff Draft 7
11,20/74

action relied cn{,}: and

Aii) h> @ay not euter an order uni=r [clause
(F) ] ITE% (6) on the fasis of an order under another
statc act unless that order was tased on facts which

would curraently constitute a ground for am crder under

this zecti%n; o 1s ! '

F (53] (7) Has engaged in dishonest or

unethical rracticas;

7(#) ] (%) Is insclvent, either in the sense

that his liakilities oxceed M1s assets or in the sense

that he carnot meet his onligations as they mature; put

the Cormicsioner may not enter an order ijainst a
krrcker—dealer under yhis (clacvse) ITEM without a findiung

of insolvency as to the kroker-dealer; ¢r

Iy ) (9 Is not qualified on the basis of
isuch) factors as traininy, gxperience, ard knowleige of
the securities opusiness, except as othervise provided in

suksecticn (k).

The Ccemissicner may Ly crder deny, suspend, or
revoke 1ny registra*icn xf he tinds [ (1) ] that the crder
is ir the purlic iuterest and | (2) ] that ghe applicant or

registrant
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g1 (10 Has failed [reasonatly to
supervise) TO RZASONABLY SUPERVISE kis agents if he is a

rroxer=dealer; ot

Pyl (1) Has failed to pay the proper
filing ‘fee; but the Commissicner may enter only a denial

order snder this ; cluuase EM, and he shall yagcate (any

such] THF order wh:n the deficiency has been corrected.

Phe Commissicuner wdy not institute a suspa2nsion or
revocaticn prcceedinj gn the Lasis of a  tact or
transaction knc¥n to him when —registraticn Dbecane
gftective unlass the procceding is instituted within the

next {thirtyl 30 Zayec.
Ab) Lack cf jualificaticns.{-1

Phe fcllcwiiy crovisicns gjovern the application of

£§ 18 (@) (2) (T) | $13=-374(R) (5):

A1) Tu? Comrissicner aay not enter an order
against a  lrecker-dialer on ghe lasis of th2 lack of
gqualitication of uv garsen other than (A ] the
¥rokor—d.-aler hims.-li, 1t he is an individual, or { (8)]

an agent of th: pgrox-or—ld=aler, .]

Je

A2) The Comzlssioner may not enter an order

sol=ly cn the 5asis df lack of experience it the

- 29 -
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ﬂnnllcant or reglotrant is qualified by training ‘In or

hnowledqe of securltles, or Lotiif. ],

£3). The Cormissioner shall consider that an
agent who will.work under the_Supe;vision-offq registered

broker—dealer need not have the same qualifications #s -a

broker—de}aler_[']; L s ‘ i !

£4) ‘The Commissioner may by rule provide for
an exanination, which may Ye wrltten, for]l oral, or both,

to be taken by any class of or all appllcants.
i

-

Ac) Surmary postponement or susp~ansion.[—]

The Cormissioner [may] by order !IAY ' summarily

postpone ~ or -suspend registration pending final

determination  of any .proceedinq under this section.
Fupon] ®¥ the ‘entry of the order, the Commissioner
'shallj promptly SHALL otify the applicant or
registrant, as well as thke emplover or prospective
#gmployer if the applicant or registrant is an acent, that
it has been entered #nd of the reasons [therefor?! TOI. ITS
CUTRY anéd that within [fifteenj X5 days after the receipt
of a written request the matter will be set doun for
llearing. If no hearing is requested and none is ordered
cv the Commissioner, #£he order will remain in effect

until it is modified or vacated by the Comm:issioner. Zf a

- 30 -
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pesaciny is requestel or ordered, the Commissicie»r, after
aotrce and gpportunity ror heariny, may modify or vacate

the ordaer or 2xtend 1t until final deteramination.

A1) Cessation of Lusiness, mental incompetence,

)
.

etCe L—]

e the‘Connissionar finds‘ that any registrap! or

applicant for reyistration ¥s no longer in eaexistence,
forj has ceased tc do business as a kroker—dealer, gr
agent, [or) is subject to an adjudication of mental
inccmpetence or to Xhe control of a4 committee,
conservator, or gquardian, or cannot be located Hfter
reascnatle scarch, 'the Cormissioner may ky crder cancel

the registraticn gr applicaticn.
A7) dithdrawal trom ragistration.(-]

Aithdravwal rice v>jsistraticn as a Lroker—dealer or
atent teccwes err=ctivs 7thirty] 30 Jays after receipt of
an application to withiraw cr within { such] ZHE shorter
reriod of time [as! <the Ccemissioner may determine,
unl = @ rpevociation o1 suspencsicn proceeding is pending
vhen the applicaticn 1o filed or a proceeding to revoke,
lor] =susgend, ocr tc 1impose’ conditions  upon] @N the
vithdraval is instituted withit [ thirty) 30 days atter

the application gs filed, If a procceding is gending or

- 31 -
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instituted, withdraval recomes gffective at [such] THE
time and {upon such}l CN THE conditicns Las] Yhe
Comaissicner Ly order determines. . If no proceeding is
pending or instituted and sithdraval automatically
becomes effective, the Ccamissioner may [nevertheless])

Anstitute a revocation or suspension proceeding under {§

‘18‘ a)  (2) - (8} "gn—soau) (2) uithi’a one yeiar atter

withdraval became effactive and ¢nter a revocation or
suspension crder as ot the last date on which

registraticn was effective.

Af) Prerequisites to order.g-]

3

¥o crder may k= euntered wunder any part or this
section except the first gentence of suksection (c)

withcut:

A1) appropriate pricr notice to the .applicant
or reygistrant, | (Jas well 4s the epployer or prospective

emplover if the applicant or registrant is gn  aj=ntl), );
A2) ofportunity for hearing[, }; and

A3) Wwritt=n tindings of fact and conclusions

Fin2 for violaticn cf subtitle.[-]
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Zu2 Cecmaissicner . [ shall),  {upon] ON notice and
heariny as further detined )y subsection (c) of this
section, SHALL have the right to fine any Jkroker-dealer
Oor agent in an amount not to exceed [$100.00] $100 for

each #nd every violaticn of this suktitle.

REVISOR'S NOTE: P2his secticn . resently appears ..as
Art:s 32a, §14. i i

‘1n Xtem fa) (9) the word "such® is deleted.

In  Ytem Aa) (10) the phrase "to reasonably
supervise" is sukstituted for the fhrase
yreasonably. to supervise.” :

An  Xtem [fa) (11) the word “the" is substituted
for the aordc “any cuch.

An ¥he ilr,_ santence of subsection (c¢) the
phrase “hy order may" is substituted for the
phrase “may Ly crder.® In the second
sentence, the phrase "promptly ghall" . is
substituted for the phrase "shall promptly,®
and the words "for its entry" are substituted
ftor the word "“therefor.®

Xn yhe first sentence of subsection (e) the
word “the" is substituted for the ¥ord "such™
and the word "as" is deleted. In the second
sentence the wecrd Ythe®™ is substituted for the
vord "such™ everywhere it appears and the word
Ynaver th9105k" is deleted.

Zhe  word Yon"™ is Substituted tor the word
"upon" avarywhere it appears.

grcss reirz=rences are ccnformed.,

Zke gn ﬂtha: changes are technical changes
iR EAMRRY S ion yand style.

BUBLITLS 4. REGISTRATION OF SECURITIES.
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A1-401.. [ (32A 3 1Y).] Fegistration requirement.

Xt is wunlavwful for any person to offer or sell any

security in {this) THE State unless:

A1) Tit]) IT is registered wunder this i subtitle, ]

TITLE; or

A2) ([the) THE éecurity or transaction is exempted
under {§ 26] §11-502,

REVISOF'S NOTEZ: Zhis section presently appears as

Art. 32A, 319. The only changes are in gross

referencas, unomenclature, and style.

A1-402. [ (322 § 20).] Registration by notitication.

Aa) Securitias W“hach nay pe registered by

notification,

Zhe following sacurities amay bpe rejistered ky
notification, wh2ther or mot they are also elijibkle for

registraticn ty coordinaticn under {j 21] g11-403:

Al Any security whose issuer 1nd any
[predecessors) PREDECKFS30R  have peon in continuous

operation for at leist five yo2ars if:

£(A) ]} (i) (there] THERE has been no detault duriag
the current fiscal year or within the three precediny

fiscal years in the payment of principal, xntzrest, or

- 34 -
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dividends on . any sccurity of the issver, (Jor any
gredacesscor() ), ¥itu 1 tixed maturity ot a tix»1 interest

or dividend: provisioni, ): and

Z8)] (i1) {the] THE 1.suer and any [prpdacessors]
PREDFCPS&OR ﬁutlng the pdqt three fiscal years have had
f%verd-;e net earnlng determined Xn ‘acco:dance with

generally accepted accountlng ptactxces[ ):

gy 1. [vhlcn] WHICH are applicable to [all
securiti=s] EVERY SECURITY x1thout a fixed maturity or a
fixed interest or dividénd provision outstanding 4t the

date the registraticn statement is filed and equal at

least five percent of the amcunt of [such] THE

outstanding securities,. ( (Jas measured Jpy the maximum
offering price or the market grice on a day selected by
the registrant, ~ithin [thiriy] 30 days before the date
of filing the registraticn statement, whichever is
highz=r, or kook valus on a day, selected Ly the
yegistrant, within {ninety] 90 days of the date cf filing

egistration gtateament to the extent that there is
neithar & readily Jdeterminatle market price nor a cash

oftering pricet),}; or

g(ii) § 2. ,whica} WHICH, if the issuer and any

{predecessors have} PHEDECESSOF HAS not had any security
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of the type specified in [clause Li)] THIS SUBSECTION
outstanding tor thre» rfull fiscal yedrs, equal 4t least
{five] 5 percent of the awount, [ (}is measured in [clause
(1)) J ZHIS SUBSECTION of {all securities]) EVERY SECURITY
which will ke gutstanding if [all the securities] EVERY

SECURITY being offercd or proposed to rte offered,

[(]uhethe! or udt thay are [loposed to ke regist!red #r

oftered in {this) THE State,{) ) are issued;

A2) Any security, _ (jcther than a certificate of
int21est ol participation Zn 4w oil, yas, or mining title
or loase or iu caywseuts out of produc*ion gnier such a

title or leuase,i) ] reyistered Lcr nonissuer distributiou

if:

F(AY] (i) <{any) ANY security of the same class has

ever teen registared dnder this ( subtitle,) TITLE; or

7(3) ) (ii) _tha; THE security teing registared was
originsally assusd pursuant tc an 2xemption uader this

{subtitl=] TITLE.

Ab) Informaition to re contained 1in registration

statement; dcccmpanying 1ocuments.

X registraticn statement under this section shall

contain the tollowing ¥nfcraaticn and ke accompanied Ly
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the following documents in addition to fhe iuformation
specified in {§ 23 (c)] 311-405(C) and the consent to
gervice of process reguired ky {§ 38 (9) ] §11-51¢(G):

LR

A1) A statement demcnstrating eligibility for
- . . % i ) =F o O

registraticn by notitication;

’(2) With respect té‘the issuer and any Lignificant

subksidiary:
Ai) Its name, adiress, and form of orgamizatiom;

Aii) [the] THE state, { (Jor foreign

jurisdicticn{) }, and the date gt its orgamizaticn; and

{iii) {the) THE g=neral character and location of

its ktusiness;

A3) dith respect to any person on whose behalf any
part of the offering ¥s to Le made in a nonissuer

districution:
AL) :#is name d4and address;

Aii) [the) THE amcunt of securities of the issuer
held by him as of yha date of the filing of the

registration statement; and

Aiil) {a] A statement cf his [reasons) REASON for
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making the oftering;

A4) A'de;cripticn cf the security being registered;

A5) The infcrmaticn and documents specitied in

{clauses] ITEMS (2), A9), (7)., (8), (9)., (10), and (12)

A6j A balance sheet of the issuer as of a date

8EFORE
within four acnths E)rior xg/the filing of the

of {§ 22 (D)1 §11-404 (1) ;

registraticn stateama2nt, and a susmary of earnings..for
gach of the two fiscal years preceding the date of the
kalance sheet and fcr any pericd ktetween the clcse of the
last fiscal y=ar and the date cf Yhe Lkalance sheet, or
for the pericd oif 7Tt+the issuer's and any predecessors'
pxistence ) EXISTENCE OF [HE ISSUER AND ANY PREDECESSOR if

less thian Ywo years; and

A7) Thr=2e copias or the prospectus ragquired Ly

suksecticn (¢) or this s2cticn.
Ac) Prospectus.

ks A ccnditicu ol rajistration under this section, a
proscacteys ccntiinyiad Any designated part of the
inforamatica specified in subsection (b) shali ke sent or
given to e€ach perscon tc whce an otffer is mads before or

concurrertly with:
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A1) {the} THE  first sritten otfer to hia,
[(otheruisg] OTHER - than Yy . wmeans of 4 putlic
adver;isenent,{)] by or for the account of the issuer gr
any other perscn on whose behalf the cffering is being
made, or by . abny. gndetvriter-‘or trokér—dea;er wvho s

offering- part  .of an unsold allotment gr subscription

taken by hi‘ as a participant 1‘ the distribution[,f

A2) . the]- THE ccnfirmaticn of any sale pade by or

for the account.oﬁ'YsuchJ THE person{,J;

A3) {payment pursuant to. any such] PAYMENT UNDER THE

sale(,}; or

A4) pdelivery] DELIVERY of the security (parsuant to
any such] . UNDER. ZHE saie;_ uhichever first occurs;
provided, houé?er, that  [clause] ITENM A1) may te
satistied by the us2 cf a,prelilinary frospectus, so
designated and baariny - such) THEL legend (as] THAT the
Commissicner 3zay prescrihke, it a final prospectus 1s sent
or given to each recipient cf the preliminary prospectus
befor» or ccncurreutly with whichever event in _clauses]

ITENS £2)., (3)., and (4) first cccurs.
A3) Effective date cf registrationm statemente.

Zf no stop order 1s in effect and no proc2eding is

1014

1015

1010
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pending under {§ 24) 211-406, a registratioti statement

under this section automdtically becoames gffective at

three o'clock eastern standard time in the afternoon of
the ¥enth tull business day after tte filing of the
registraticn statement o1l Yhe 1last ‘amendment,  or at

[such) THE earlier ‘time [{as]) THAT the Conmmissioner

ﬂ;ernines. ’ !

PEVISOF'S NOTE: Zhis secticn presently appears as
Art. 32a, §2C. In items (c) (3) and (4) gxhe
word “under" is sutstituted for the  phrase
“pursuant to any guch.® '

¥n jgtem Lk) (6) the phrase fexistence of the
iessuer ana any predecessor" is substituted for
tLe phrase “the issuer's aand any predecessor's
existance."

Zn  gubsaction Ac) (1) the word “"other" is
substituted for "ctherwise." 1In itea (2) the
Mord "the" is substituted for "such." In item
(3) +*he phrase "payment under Yhe" is
substituted for the phrase "payment to any
cuch.”" In it2m (4) the mords "under the" are
cupstituted for "“pursuant to any such,” and
the words Ysuch" and "as™ are deleted.

In gucsectich  A4) the word “"tnat"®
sucstitute 3 for the word "as."

Ph2 gnly @ther changes are in nomenclature,
punctuitiorn, aud style.

A1-403, (324 3 <¢V) .} 7egistration by coordinatioun.

Aa) secavity for which registration statement has

teen filed under tederal act.
xny security for which a registration statement has
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teen filed under the gecurities Act of 1933 in connection 1duh

with the same cffering may ke registered py coordination. 100b

Ab) Information to kte contained in reyistration 1064

statemant under saction; @ccomganying documents. 1064

X registraticn statement under this section shall 1071

coqtain'the fcllﬁ‘uﬂg Auformation dnd-‘:e accompanied bys 1072

the following documents in addition to fhe information 1073
specified in {& 23 (c) ] 311-405(C) and the consent to

gervice of process required ky [§ 38 (g) ] §11-514(G):

AN Three copies of the latest fcra ot prospectus

filed -under the Securities Xct of 1933;

A2) If the Comzissicner by rule or otherwvise
requires, a copy -of the articles gf incorporation and
bylaws, ! (Jor their supstantial equivalentsy) ], currently
in effect, a copy of any agreements with oL among
underwriters, a copy ot Any indenture or other instrument
governing tha issuance of the security Yo ke registered,

and a =pccimen or copy of the security;

A3) If the Commissicner reguests, inyv othar
inforeaticr, or copi2s of any other documants, filed

under the Securitias Act cf 1933; and
A4) An undertakinjg to fcrward all future amendments

- 41 -




CA Title11 f

CORPORATIONS AND ASSOLIATIONS - Statf Draft F

1120774

to tt=> federal » Fectus, gther than an amendmont which
merely deleys t 2tfactive date of the registration
Atatement, pioeptly and in any event not later than the
first busxness day atter .the day they are ioruarded to or
flled with the Securities and ‘Exchange ‘Lommission,

whichevar first occurs.

' AC) Effective datg of registration st!tement.

X reygistraticn Statement under this Section
automatically bacomes effective At the .moment the federal
registraticn statement beccmes effective if all xhe

folloving conditions are satistieod:

A1) No stofp order is in effect and no Broceeding is

pending under [§ 24) 911-406;

A2) !the) THF registration Statement has teen on

fils with the Commissicner fcr at least ten days; and

A3) a4l 4 statement of the maximue and wminimua
propos=d offering gricoes And the maximum undervwriting
disccunts .ind comwissions has keen on file gor two full
business days cr . Such shcrter period as) A SHORTER
PERICD PHAT the Commissioner E€Imits by rule cr othervise
and the oftferirqg is made within those limitations. The

registrans FFOMPTLY shall . promptly) Hotify the
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Cormissicnar cy telephcnn or teleyram of the date and

tize when  ghe fﬁgrtdl registration’ statencnf necane

effective and'ihe content ot the price amendment, if any,
o . WY s ,

and PROMPTLY shall {promaptly} file ‘a pp;t-effective

Amendment containing the information and docupents in the

price qalepdnent. / "Price alendient“ means ‘'the final

&défal amendment -’Jahic‘n includes a st'icenent ¢f‘ the
offérinq pfice, undéruritinq and selling discounts or
coinisSiqns, Amount of proceeds, conversicn ' rates, cali
pgices, and othé: satters dependént 'fupon] ON' - the
otfering frice. § jpon) GN failure to receive fbe
yeyuired notifitagion ‘and post—effectave amendment vith
reséé?t‘to the  price Amendment, the Coamissioner Bay
‘enter a §top ‘ordér, without notice or hearing,
iétrédctiyely denying of fectiveress to the registration
statelént 6: lSUSpeuding ‘its effectiven2ss until
compliance with this subsecticn, if nhe prcrptly sotities
‘the  registrant Lv telaphene cr telegram, L (lJand promptly
confiras py letter o ta2legram when he notifies Ly
telechonef) 1, cf the issuance gf the crder. If the

registrant grcves comgliarce with the requir2ments pf

this . subsection as to notice and post—2ffective

amendment, th2 stop crdzr s void as of the time of |its

entrye. The Commission2r mdy by rule or otherwise Maive

either or both of the comditicns spacified in (clauses]

UL, R
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ITEMS A2) and (3). 1t the federal rojistration 1123

statement becom2s effective beftore #11 the conditions in 1129

this subsection are satisfied and they are not wvaived,

Zhe registraticn statement autcmatically kecomes 1130

eftective’ as sccn as all ghe conditions are satisfied. 1131

If the registrant advisos the Ccmmissicner gf the date 1132

vhen the "ederal reaistratic!‘ Statement is expect‘d to

3, o o -, o

L o o

become gffective, the Cowumissioner [shall].prcuptly SHALL 11133
advise the registrant jy telephone or telegraa, at . the 1134
{registrant's) =xpense OF THE REGISTRANT, yhether all the 1135

conditions are satisticd and whether he then contemglates.

Xh2 institution of a proceeding under {g 24) §11—006£ but

this a4dvice bty ghe Ccemissioner does not preclude the 1137

institution of {such a] IHE proceeding At any time.

Ad) Security for which documents have been filed 1149

with Securities and Fxchanye 2cmmission.

Kny security for which the documents required by any

regulaticn adopted ¥y the Securities and Exchange 1144

Commissicn under §3 (b) or 43 (c) of the gBecurities Act 1145

of 1933 have bhezn filed with {said) THE Commission in

gonnection with the same cttering may te

registered Ly

coordination {upon] PN ccmpliance vwith subsections (k) 1147

and (c) of this szction in [{such ganner as) THE MANNER 1748

the Commissicner Ly rul: or ty order may prescrike. /For

- 4y -
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purgoses of this subsection, the terms “tedoral
regiétra;icn stateapnt" and “rederal prospectus" shall
include  the documents, { (lJincluding the cfiering
gircular, 1if any,) )] which aay be filed with the

Securities and FExchange gcmmission (pursuvant to} 1IN

{

REVISOE'S NOTE: Zhis section presently appears as
Art. 32a, 4521,

ACCOFQ‘NCE WITHE any such r?ulaticn.

In yhe first sentence oOf sulgectien (C) (3) the
ghrase "a shorter period that"™ is substituted
for the phrase "suck shorter period as."

In fh2 Yast scntence of swwhwi(c) (3) the phrase
"oxpense ot the registrant® i1s gubstituted for
the phrase "ragistrant's expense; and the word
“"the" is gubstituted for the word "such a."
Throujhout 1item (c) (3) the words "promptly
£hall" are csubstituted for the wvorls *"shall
freoptly.” - )
In Subscchion BHE) the werd botere
In ¥he first sentence of subsection (d) the
word "<+he" is substituted for the Mord "said"®
and th2 piraces “the manner" is substituted for
the bphrass "such pmanner as," In the last
sentenc2 of sutsection (4) the phrase "in
accorduance A1+h" 1s substituted for the phrase
“pursuant tn."

Zhe ﬂhxv gtner chanyges are in nomanclature,
puactudirtion, and style.
A1-404, § (32A 4§ 22).) <dejistration by qualification.
Ad) Security which may ke registered.
Kny securitv may - registered ty qualification.

Abd) Informitic:. -o ke <contained in registration

- 45 -

1142

1150

1152

1157

1101

1162

- 11lbo

1167

1168

1169

" Subs‘“u‘ca “e. ¢ P “b“.

1173
1174

1175

1170

1130

1133

1135

1137

118

Iy



CA Titlel?1
COEPORATICNS AND AS30OCIATIONS - St4arr 9raft F
11,20/74

statement; accompinying Accuments.

X registration stitement under this section shall
contdain the iéllbwing'infoflation and be accompanied Ly
the follouing Adocuments in zddition to the information
specified in {§ 23 (c) 1 $11-405(C) rand the éonsent to

gervice cf_pzoce‘s raquired ty {§ 3@!(9)] §11-514(G) : '

A1) With respect to the issuer and any significant

subsidiary:
A1) Its name, adiress, and form of crganization;

Aii) (thel THE state or toreign Jjurisdicticn and

date of its crganizaticn;

Aii i) {the] THE general character and location of

its tusiness;

Aiv) [a] A descripticn cf its physical properties

and equipment; ani

AV) 12] A statement of the general coapetitive
conditions in the industry gr tusiness in which it is or

will re ecngaged;

A2) With respact to every director and officer of
the issuer, or p=2rson gccupying a similar status or

pertorming siwilar funcricns:

- 46 -
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A1) His name, «ddress, and principal occmpataon tor

the past tive years;

Ail) fthe) THE amcunt of securities of the issuer
by him as of @ spacified date within {thirty] 30

of the filing ot the registration gtatement;

,(i’i) [the] THE amouni of the securities 4vered by

the registration gtatam:snt tc which he has indicated his

intention to subscriic; and

Aiv) [a) A descraption cf any material interest in
any material transaction M¥ith the issuer or any
sigaificant subsidiary ertecteqd within the past three

years or proposed to he oftected;

A3) With resprct to [ persons] EVERY PEQSON covered
by fclausz] ITEM {2): The remuneration paid during the
past g twelve] 12 aoaths and estimated go ke paid during
the next ltwelva) 12 sonths, directly or indirectly, Ly
yhe 1cssuer, . {)]tonether with {all predecessors, parents,
suisidiaries anl 4ffiliates,) tc all those persons] EVERY
PRFDFCRESSOFR, PAR®NT, SUBS1DIARY XND AFFILIATE TO EVERY

PERSCN in the agjreqate;

A4) With respect to any person owning of record, or

beneficially it kncwn, gten) 10 percent or more of the




CA Title11 _

CORPORATIONS AND ASSOCIALIONS — Stuff Craft F

11720774

outstanding shar2s of any class of eguity gecurity or the

issuer: The informaticn specitied in [clause] TITENM L2)

other than his occupation;

AS) With ‘respect to every promoter if the issuer

was organized within ‘rhe fast three years: The

ix&orlation specit’ie_d' in {[clause]) ITEH b), Any amount

paid to him within that pericd or intended to ke paid to

him, And the consideration for {any such] THE payment;

A6) With respect to any person on vhose czhalf any
part of the offering s to te made in a norissuer

distributicn::
Ai) His name and address;

Aii) {the] THE amount of securities of the issuver
held by him as c¢f fhe date of the filing of the

registraticn statement;

Aiii) [a) A description cf any aaterial interest in
any material transaction ¥ith the issuer or any
significant subsidiary eftected within the past three

Years or proposed to be offected; and

Aiv) {a) A statement of his reasons for making the

oftering;
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A7) The capitalization and lcng-tero dett, L (Jon
poth a current and a pio torma basis.l)] of the issuer
and any significant subsidiary, including & description
of each security outstanding, {or] being registered, or
othervise pfté:éd, and a statement of the amount and.kind

of conSideration [(}uhethcr zn the fors of cash, physical

assets, services patents, goodull,‘or anything glse[)s.

tor which the issu=r or any cuksidiary has issued any of
jts securities Mithin th= past two years or 1is otligated

to issue any of its socurities;

A3) The kind and amcunt of securities to ke
of fered; the procosed offering price OT the method DY
which it is to te computed; any variation [theretton]
FROM TUE METHOD at which any groportion of the offering
is to Fre mad2 Yo any perscn or class of perscns other
than the underariters, with a specificaticn pf any {such]
perscn oOrf cla<s; the casis {ugcn} OR which the cffering

to ve mide 1t -otrorwise) OTHER than for cash; the
estimat2?d dggrejdte ﬂn]erwriting and selling discounts or
copmissicns and finivis' tees, [(]including geparately
casn, securities, contracts, €I anything else of value to
accrua Yo the underwvrit21s Cr finders in connection vith
the offeringf) ], O« if xhe -selling discounts or

corxissicns are variarcle, the tasis of determining ghea
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and their maxisum and minimur asounts, the estimated
amounts of other sell;ng expenses, including legal,
engineering, and accounting charges; ¥he name #nd address

of every underwriter and every recipient of A finder's

fee; a copy of any underwriting or selling-group

agreele!t [pur‘suant ¥o) UND*{ which the distrib!tion is

to ke made, or the proposed fcrm gf any [such] agreement
vhose terms have not yet teen determined; and a
descriptioh of the plan of distribution of any securities
vhich are to be gffered ctherwise than through an

undervriter:

A%9) The estimated cash fprcceeds to ke received
the issuer f;cn the gffering; the purposes for which
proceeds are to be used ty the issuer; ghe amcunt to
used for each purpose; the order or priority in which
proceeds will ke wused for the purpcses stated;
amounts of any funds Yo ke raised frcm other sources
achieve the purposes stated; the names gf {any suca]
tunds; ard, it any part cf the groceeds is to be used go
acquire any groperty, ¢ {jincluding goodwill,{) otherwise)
OTHER than jgn the ordinary cours2 of business, the names
and addresses of the vandors, fhe purchase price, the
namses of any persons, who have received commissions in

connecticn with the acguisiticn, and the amounts of {any
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such] THE gommissicuns and any other expense in connection
vith the acquisition, ['(}including fZhe.cost.of .borrowving

soney to finance the acquisition[) J;

! te ¢ ¢ £l 1 5
A10) A descriptiocn of any stock options or other

secq%ity options outg‘énding, #r ‘to .hé. created in
connection with the offéring, together with £he amount gf
(any such) THE options held or to. be held by every person
required ¥o be named in [clause] . ITENS - :(2), - (4), i,
(6), or (8) .and by any person who holds ior will hold

[ten] 10 percent or more in the aggregate #f ({any such]

THE options;

A1) The dates of, parties to, and general effect
concisely stated of gvery management or -.other material
contract made or to be made [otherwise) @THER than in the
ordinary course of business if it is to be performed jin
whole or in part at or after the filing of the
registraticn statement gr was made within the past two
vears, together with a copy of every [such]} gontract; and
a description cf any pending litigaticn or proceeding to
vhich ghe issuer is a party and which materially affects
its business or assets, §(Jincluding any such 1litigation
or proceeding known to be contemplated py governmental

authorities[) }:
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'£12) ‘Three copies of the prospectus reguired by
subsection (d) of this gecticn, together with a copy of

any other prospectus, pamphlet, circular, form letter,

advertisement, or othner sales literature intended as of

the gffeiiive date to be used in comnection with the

offering; |

A13) A specimen c¢r copy of the security being
registered; a copy of the Fpissuer's] articles of
incorporation and bylaws OF TBE ISSOER, or their
gubstantial equivalents, as currently in effect; and a
copy of any indenture gr other instrument covering the

secuiity to ke registered;

A14) A signed or corformed copy of an opinion of
counsel as to the legality gf the security keing
registered, [ (]vwith an English translation if it'is Xn a
foreign language[) }J, vhich =shall state whether the
security vhen sold x¥ill be legally issued, fully paigd,
and nonassessable, and, if a dett security, A binding

obligation cf the issuer;

A15) The written consent of any accountant,
engineer, appraiser, or other person whose profession
gives authority to a statement made by hia, if any guch

person is name€d as having prepared or certified a report
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or . -valuation, F(Jother . than a public . and official
document or state-gpt[)], which is used gn connection

with the registration statement;

£16) A talance sheet of the issuer as of a date

vidthin four months t prior io] BEFORE the filing of the

fegistration stateaen a profit and loss® gtatement and
analysis of surglus for each of the three fiscal years
preceding-zhe date.of the .ralance sheet and for any
pgriod Letween .the close of the Zast fiscal year and the
date of the balance sheet, .or for the period of fhe
[issver's and any predecessors’] existence OF THE ISSUER
AND ANY PRECECESSOR jif less than three Yyears; and, if any
part of the proceeds of the q(fering is to ke applied to
the‘ purchase of aﬁ& hﬁsiness, the same financial
statements yhich would be required if that business vere

the registrant;

AT [Such] ANY additional information {as] TBAT

the Commissicner yequires by rule or order[; and].
Ac) Eftective date of registration statement.

X registration statement under this section becomes

effective vhen the gommissioner so orders.

Ad) Prosgectus.
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XS a condi;ion of registration under this section, a
prospectus containing Any designated part of the
information specified in subsection (b) shall Ye sent or

given to each perscn to whcm an offer is made before or

concurrently with: !

3 {

A1) (the] THE first written offer wmade to him,

[ (otherwise] OTHER ¥han ky means of a public
advertisement{) J, by or for the ‘account of the j¥ssuer or
any other perscn on whose ktehalf the offering is being
made, or Py any underwriter or troker-dealer who |is
offering part of an unscld allotment @gr subscription
taken Ly his as a participant in the dist;ibution[,];

|
A2) [the) THE confirsaticn of any sale made by or

for the acccunt of gany such] THE person(, }:

A3) (payment] PAYMENT [pursuant to any such] UNDER

THE salel,]; or

A8) [delivery] DELIVERY of the security ([pursuant to
any such) ONDER ZHE sale, whichever first OCCurs;
provided|{, howvever,] that (clause] ITEM 1) may ke
satisfied by the use of a preliminary prospectus, so
designated and Learing ([such] THE legend [as] THAT the
Cosmissicner may prescripe, ¥t a final prospectus is sent

or given to each recipient of the preliminary prospectus

- 54 -
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before or ccncurrently ‘with whichever event in {clauses]

ITENS A2) o (3);yan§,(u)'figst CCCUrLSe

REVISOE*S NOTE: Zhis secticn presently appears as
Y Apt. 32K, ‘1§22, JUT 4 A4 A v ity
d . ged P

: in gubsection Ak) (1) the word "such® is
‘ deleted.

In gubsection “Ab) (3) the phrase "toé!ther with
every predecessor, parent, subsidiary And
affiliate to every persca" is substituted for
nall predecessors, garents, gubsidiaries, and
affiliates to all those persons.™

In ‘ghe ‘girst " grecvision of subsection (b) (8)
the phrase "from the method" is substituted
for the word wtherefrom.™

Zn the second-prcvision of suksection (b) (8)
the word "“such® is deleted and the sord "on"
is substituted for the word "upon."

2n. xhe ast provisica of subsection (L) (8) the
word “"under" is substituted for yhe phrase
“pursuant to"; -and the vord nother" is
substituted for the word yothervise."

In gubsecticn AL) (9) the vord "the" |is
substituted for the words “any such"
everyvhere they agpear.

In gubsection AEt) (10) the vord “the" is
substituted for the words "any such" vherever
it appears.

In gubsection Ab) (11) the word "“other" is
substituted for the word "otherwise."

In ¥he fgirst provision of subsection {b) {10)
the word “such® ijs deleted; and ythe" is
substituted for the words "any such.”

n gubsection Ab) (13) the word Missuer" 1s
deleted and the phrase nof the issuer" is
gnserted after the wcrd "bylaws."




CA Titlemn
CORFORATICNS AND ASSOCIATICNS — Staff Draft F
11,20/74

An gubsection £b) (16) . the ' word "before" is
substituted for the words "prior to," and Xhe
phrase “existence of the  issuer .and any
predecessor" 1is sutstituted for the phrase
"issuer's and any predecessors®."

Zn gubsection /b) (17) the  word napy" is
substituted for the word ®"such¥; the word
"that"™ js substituted for the word "as%; and
the word "ind" is deleted.

In  gubsection 4d) (1) the .word “other® is
substituted for the word "otherwise."

2n  gubsection 4d) (2) the Hdtd - Wthe" is
substituted for the word "such.ﬁ
An gubsection [d) (3) the words "under the" are

substituted for the phrase "pursuant to any
such, " ‘

Xn gubsection /Ad) (4) the phrase ™in accordance
with the"™ is substituted 'for the phrase
Ypursuvant to any such.® The word "the" is
substituted for the word *such®; and the word
"that" is substituted for -the vord "as."

Zhe gnly gther changes are in nomenclature,
punctuation, and style.

A1-405, [ (320§ 23).] Provisions applicakle to

¥egistration generally.
Aa) Whc may file ragistraticn statement.

X registration statement may be filed by the issuer,
any other perscn on whose behalf the offering is to ke

made, or a registered broker-dealer.
Ab) Piling fee.
Every person filing a registration statement shall

- 56 -
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pay a filing fee, of gne. tenth of one percent of the
maxisum aggregate offering price at wvhich fhe registered
securities are to be oftered im [ this] THE State, but Xhe
tee shall [in no case) be IN RO CASE less than [ $25.00]

$25 or more ¥han [$250.00) $250. When a registration

statement 1is thdrawn before gﬂ! effective date or‘g

preventive stop order is entercd under ([§ 24] §11-u06,

fhe Ccmmissioner shall retain {one] half of the fee.

AC) Hatters required to ke specified in

registraticn statement.
Every registration statement shall specify:

A1) [the]) THE -amcunt of securities to be offered in

[this] THE State;

A2) [the] THE states in which a registration
statement of similar document Zn connection with the

offering has teen or is tc ke filed; and

A3) Lany] ANY adverse crder, judgsment, or decree
entered in ccnnection Mith the cffering by the regulatory
authorities in each state, [or] by any gourt, or the

Securities and Exchange Ccemission.

Ad) Incorporation of document ky reference.
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Any document tiled under this ‘'subtitle may be

incorporated ky reference Xn' the registration’ Statement

to the extent the document is currently accurate,

Ae) Permitting ceission fronm registration

s%telent. ‘ ‘

Zhe Commissioner may by rule or otherwise permit the
. Jm
omission of any ites gf infcrmation or document fronm any

registraticn statement.

-

Af) Eftective rteriod of registration statement;

-
H

withdraval cf yegistraticn statement.

3

Every registration statement is etteCéive for any
period during which thé; gecurity is Eéing offered or
distributed in a ncnexempted transaction b} ﬂf for the
account of the issuer or cther person on whose behalf the
offering Is being wade or by any underwriter or
troker-dealer who is still offering pgart of an unsold
allotaent or subscription taken by him as a participant
An the distrikuticn, exceft during the time a stop order
is in effect wunder g3 241 §11-406. A registration
statement may be withdrawn crly in the discretion gf the

Cormissicner.

A9) Reforts by person filing registration
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statement.

»

B0 lcng as a registration statement, registered by

qualificaticn or -notification, is effective, the
Commissioner may by rule Ot‘CIGGr require the person who
!!iled the registrq‘ion statement to.iile reports, not
aore often than quartefly, ¥o keep reasonably current the
information ccntained in the registration gtatement and

to'disclose the progress of the offering.

Ah) Azendment of registration statement to increase

securities proposed tc ke offered.

X registration statement relating to a security
issued b; a face-amount gertificate coapany or a
redeemable security issued Ly an open-end managelent
gompany or unit investment trust, as those terams are
defined in the 1Investment @cmpany Act of 1940, may be
amended after its effective date so as to increase fhe
securities specified as propcsed to be offered. { Such
an] THE amendment becomes eftective vhen the Commissioner
so orders. Every person filing {such an] THE amendment
shall pay a filing fee, calculated in fhe @manner
specified in subsection (t), with respect to the

additional securities proposed to be offered.
REVISOR'S NOTE: Zhis section presently appears as

- 59 -
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Art. 32a, §23.

In gubsection Ab) the phrase "be in no case"
is substituted for the phrase "in no case be."

Zn fyhe Yast sentence of subsection (h) the
vord “the" is substituted for the words “such
ano"" g 5 !

Zhe gnly gther r,changes are in the‘intetnal
‘ CIOSS references,gunctuation, and style,

A1-406, L0328 §  24).) Denial, suspension, and
revocaticn of registration.

Ad) Grounds for stop order,

: |

ZThe Commissicner may issue . a stop order denying

effectiveness to, or susgending pr revoking the
|

effectiveness of, any registration statesent if he finds
P (1) ] that the crder is in the Fublic interest and ([ (2)]

that:

FEY) (v The registraticn statesent as of its
effective date or as of Any earlier date in the case of
an order denying effectiveness, or any asendment Mnder (§
23 (h)] §11-405(H) as of its effective date, or any
rerort wnder (g 23 (q) ) §11-405(G) is incomplete in any
material respect cr gontains any statesent which was, in
the light of the circumstances under yhich it was made,

false or mislz2ading with respect to any material fact;
Z(B)} (2) any provision cf this {subtitle) TITLE or

- 60 -
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any*fuie;-otder,'pr condition lawfully imposed under this

[subtitle] TITLE has been willfully yiolated, in

connecticn with the offering, Ly:

Ai) ([the] THE perscn filing . the registration
statélént[,]: ?‘ ;‘

Aii) ([the] THE issuer, any partner, officer, or
director of the issuer, gny person occupying a similar
stafus or perforaing similar functioms, or Any person
direétly or indirectly ccntrolling or comtrolled by the
issuer, Jput only if the person filing the registration
state;ent is directly or jindirectly controlled by or

acting for the issuerj,]; or
Aiii) (any] ANY underwriter;

)Y (3) The security registered or sought to be
registered is the subject gf an administrative stop order
or similar crder or a permanent or temporary Znjunction
of any court of competent jurisdiction entered under any

other federal or state act apfplicable to the oftering;

but:

Ai) (the] THE Commissicbner may not institute a
proce2ding against an gtfective registration statement

undetr (clause (C)] ITEM (3) more than gne year from the
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date of the crder or injuncticn,relied.on[,]; and

o o A B ; : :
Aii) [he) HE may not enter an order under [clause

Ty
(C)] ITEM (3) gn the kasis of an order or injunction

4

entered under any other state act unless that crder or

injunction uas‘ kased on facts .ﬁuch would current.&

gonstxtute a ground for a stop order under' this section;

F(M)] (u) The {[issumer's enterprise or method of)
buéiness OF THE ISSUER j#ncludes or would include

activities which are illegal where perforaed;

Z(E)) (5) The offering has worked or tended

a fraud {upon) e purchasers cr would so o%erate;

. !
g(r) ] (6) When a security is sought to bLe
registered by notification, #t is not eligible for [such]

THE registration;

Gy When a security is sought to be
registered by coordination, ghere has been a failure to
comply with the undertaking required ty (§ 21 Ab) (4) ]
§11-uo3(9)(u); or

P(H) ] (8) The applicant cr registrant has failed to
pay the proper filing fee; but the Commissioner may enter
only a denial crder under this {clause] XTEM and he shall

vacate [any such) THE order when the deficiency phas

—- 62 —
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keen] IS corrected.

Phe Commissioner may not institute a stdp—order
proceeding against an effective yegistration statesent .on
the basis of a fact or transaction known to hia yhen the

registraticn statement Lecame effective unless the

proceeding® is jinstituted uigun the next [thuiy] 30

days.
Ab) Summary fostponement or suspension.

The Commissioner BY ORDER may [by order summarily]
Fostgone or suspend SOMMARILY the effectiveness of the
registraticn statement pending final deterrination of any
proceeding under this secticn. {Upon]) FN the entry gf the
order, the Comrissioner PROpPTL! shall [promptly] mnotify.’
each pearson specified in suksection (c) that it has keen
entered and of the reascns gtherefor) FOR THE
FOSTPONFEMENT OR SUSEENSICN and that within { fifteen) p 4
days after the rec2ipt of a vwritten request the wmatter
¥ill ke set dcwn for hearing. If no hearing is
requested and ncne is ordered ky the Comrissioner, fhe
order will remain in effect until it is modified or
vacated by the Comrissioner. /If a hearing is requested
or ordered, the Coammissioner, after notice of and

opportunity for hearing to each person specified in
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subsecticn (c), May modify or vacate the order or extend

it until final determination.
AC) - Prerequisites tc stofp order.

Ko stop order may ke entered under any part of this

section except g!e first sentencej’of suksection (k)

without:

A1) [appropriate) APPROPRIATE prior notice to the

applicant or registrant, gyhe issuer, and the person on

vhose behalf the securities are to be or have Yeen

of fered(, );
A2) [opportunity] OFFORTIUNITY for hearing{, ]; and

A3) twritten] WRITTEN findings of fact and

conclusions of law.
Ad) Vacation or modification ¢f stop order.

The Coxmissioner may vacate or modify a stop order
if he finds that the gonditions which Frcmapted entry have
changed or that it is otherwise in ghe public interest to

€o.

REVISOB'S NOTE: Zhis section presently appears as

Art. 32aA, §24.

2n gubsection La) (4) the phrase "of the
issuer® is sukstituted for - the phrase
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"iisuer's gnterprise or method of."™

2n- - gubsection /[a) (5) the vord “on® is
substituted for the word "upon.®

zn gubsection Aa) (6)  the word %them". K is
substituted for ‘the word "such."

Zn  gubsection [a) (8) the vord “is® is
substituted for the words "has been"; and .the
MOrd “the" is subsututed for the words ,%ny
suCh." , ¥

Zn gubsection (k) the phrase "by order may"

is substituted for the phrase "may by order"

And the phrase *"for the postponement or

suspension"® is sukstituted for the yord

“therefor"; and the vords "fromptly shall" are

substituted for the yords "shall pro-ptly.ﬂ
homencla

Zhe gnly gther changes are 1q~punctuat10n,and
style.

BUBTITLE 5. GENERAL EROVISIONS.

Z1-501. [ (32 § 27).] Filing of sales and. advertising

literature.

Zhe Cowmsissioner may Ly rule or order reyuire the
filing of any ¢frospectus, pamphlet, circular, fora
letter, advertisement, cr other sales 1literature gr
advertising ccmmunication address2zd or intended for
distributicn tc prospective investors, including clients
or prospective clients of an investment adviser, xMnless
the security or transaction is exempted Ly ([§ 26]

REVISOR'S NOTE: Zhis secticn presently appears as
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v

Art. 32a, §217. The cross reference is
ccnformed,

¥o other changes are made.

A1-502. [(32A § 26).] Exemptions.

&

,(3 Exempt securities". ‘
Zhe following securities are exempted frcm g§§ 19

and 27] §§ 11-401 AND 11-501.

741) | Any security, { (Jincluding a- revenue
obligation[) ], issued or guaranteed py the Upited States,
any state, any political subdivision of a state, or #ny
agency ot corporation or other instrunentélity of one or
more of the pforegoing,) ABOVE or the Developmant Credit
Corporation of Maryland; gr any certificate of deposit

for any of tte [foregcing) ABOVE;

A2) Any security issued or guaranteed by Canada,
any Canadian province, any pclitical subdivision of [any
such ) THE province, any agency, (or) gorporate, cr other
instrumentality of cne or mcre of the foregcing, or Any
other foreign government with which the UOnited States
Currently maintains @iplomatic trelations, if the security
is trecognized as a valid otligation Ky the issuer or

guarantor;
A3) Any security issued by  and representing an
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interest in or

4 debt ot, g¢ guaranteed ty, any bank
organized under tha |

M¥S ot the uynited sStates, gr any
kank, savings instltnticn. Cr trust company organized and
supervised Mnder the ),.q of any state:

L]

AY) Any ducug {ty

interest ingor a doht oy

issuq‘: ky and representing an

+ #T yguiranteed Ly any federal
savings and loan WSO CLation, cp any building #nd loan or
sifflar associaticy Orjdanized and supervisea under the
laws gf any state and

‘Uthorized to do business in this
State;

A5) Any eIty jegyced ty and represanting an
interest in or A o, V!, BT quaranteed by, any insurance

company orgdnized

Under  .the 1aws of any gtate and
authorized tc do b gaae

poin Lthis] THE State;

A6) Any MMty jegued or guaranteei by
federil cradit um,, “! any gredit unicn, industrial
association, o1 simy |y assaciation organized
supervised under vn. g, {this] THE State;

A7) Auny Geeuragy issucy ot guarante21 ky
railroad, cther Coamgy

cartier, puklic utility,

holding COBEANyY whic)y .

)] (1) subjece  to the Aurisdiction of
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Interstate Ccmmerce Coamission;

g(B)] (ii) a registered hclding comgany under the
Public Utility Holding gcmgany Act of 1935 or a

supsidiary of such a company within the meaning gf that

. :

g(C) ] (iii) regulated in respect of its rates and

act ;

charqges ty a gyovernmental Authcrity of the United States,

any state; cr

g (D) ] (iv) regulated in respect of the issuance or
guarantee of the security ¥y a governmental authority of
the United States, any state, Canada, or Any Canadian

province;

AB) Any security listed or approved for listing
{upon] ON notice of J¥ssuance on the New York Stock
Exchang=, the American Stock Exchange, the Pacitic Coast

Stock Exchange, the Midwest Stock Exchange, for] the

Philadelphia-Baltimore Btock Exchange, or adany other

exchange which the Commissicner {deems) CCNSIDERS %o have
sukstantially the same standards for listing as required
by [the Atove-mentioned] THESE exchanges; any other
security of the same issuer which is of senior or
sukstantially equal rank; any security callad for Xy

subscripticn rights cr warrants so listed or aprroved; or
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any wvwarrant gr right to purchase or subscribe to any of

{the foregoing) THESE;

A9) Any s2curity issued ky any person organized and

operated not for private protit but exclusively for

t%ligious, educatiinal, tenevolent,‘ charitatle,

fraternal, social, athletic, cr reformatory purposes, or
as a chamber of gommerce, 1lccal industrial development

corporaticn, cr trade or professional @ssociation;

A10) Any ccmmercial pager vwhich arises cut of a
current transaction or yhe proceeds of which have Leen or
are to bke wused for current transactions, And which
evidences an oklijyaticn tc pay cash within nine asonths of
the gdate of issvance, exclusive of days of grace, or aay
ren2wal of {such) THt paper which is likewise limited, or

any guarantee cf . such] THE paper @r of any {such]

renewal;

A1) Any 1investment ccntract issued after June 1,
19€¢2, in ccnnecticn with an enmfployee's stock purchase,
saviuygs, pensicn, profit—sharing, or gimilar ten=2fit plan
if the Cormissioner 1is nctified in writing ;thirty] 20

days tefore the incepticn cf the plan.

Ab) Exempt transactions.
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Zhe follcwing transactions are exempted from [§§ 19

and 27] §§ 11-401 ANT 11-501:

AN Any 1isolated nonissuer transaction, vhether

eftected through a broker—-dealer ¢gr not;

A2) Any nonissuer distrikution of an outsta;%ing

security if:

F(A)) (i) a recognized securities manudal contains
the names cf the [issuer's] gfficers and directors OF THE
ISSUER, a kalance sheet of the issuer gs cf a date within
(eighteen) 18 months, and a profit and loss statement for
either the fiscal year preceding that date or the most

recent year ct gperations, cr

Z(B8)] (ii) the sscurity has a fixed maturity or a
fixed interest or dividend provision and there has been
no default 3Juring the current fiscal year or Mithin the
three preceding fiscal years, cr during the existence of
the jissver and any predecessor if less than three years,
in the payment of principal, interest, or dividends on

the security;

A3) Any nohissuer transaction effected by or
thiough a registered broker-dealer ppursuant to] UNDER an

unsolicited order or cfiar to kuy; kut the Conmissioner
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may by rule require that the customer acknowvledge [upon]

ON a speciftied form that the sale wvwas unsolicited, and

that a signed copy of each {such] form be preserved by

the kroker-dealer for a specified period;

] . .
Ag) Any transacticn %etueen the lssuet‘ or other

perscn cn whose behalf ghe offering is made and an

undervriter, or amcng underwriters;

AS) Any transaction in a kond or other evidence of
indektedness secured Jy a real or chattel mortgage or
deed of trust, or bty an agreement for the gale of real
estate or chatiels, if the entire mortgage, deed of
trust, gr agreement, together with all the bonds or other
evidences of indebtedness gecured thereby, is offered and

sold as a unit;

Ab) Any transaction kty an executor, administrator,
sheriff, marshil, receiver, Yrustee 1in tankruptcy,

guardian or cons=2rvator;

A7) Any transaction executed ty 3 bcna tide pledgee
Tt

vithcut any puigos2 gf evading this Eubtitlgy
A8) Any offer or sale to a kank, savings
institution, trust company, insurance gcmpany, investment

company as defined in the Investment Ccmpany Act of 2940,
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pension or prcfit-sharing trust, or other financial
institution or ¥Ynstituticnal buyer, or to a
Eroker—dealer, whether the Furchaser is acting for itself

or in some fiduciary capacity;

A9) Any é;anSdction [pursua;% to) UNCER an offerg

directed by the offercr tc nct more than [tventy-five] 25
perscns [ (Jother than thcse designated in { paragraph}
JXTENM (8)[)], in {this] THE State during any period of
[{tvelve]l 12 pgonsecutive mcnths, whether or not the
offeror or {any of the offerees] ANY OPPEREE is then
present in {this]} THE State, if the seller reasonably
kKelieves that all the buyers in {this]) THE State, other
than those designated jn { Faragraph] ITEM (8), are
purchasing for investm2nt; Lut the Comsissioner May Ly
rule or order, as to any security, {or) transaction, or
any tyve gf securitv cr transaction, withdraw or further
condition this exemption, gr increase or decrease the
number of offerees permitted, or waive the condition

¥Yelating to their irvestment intent;

A10) Any offer or sale of precrganization

certificate cr subscriptica if:

Z(A)]) (i) no commissicen or other remuncration is

paid or given directly gr indirectly for soliciting any




CA Titlel1
CORPORATIGCNS AND ASSOCIATICNS - Staff Draft F
11,20/774

prospective sutscriber,

g (8) ] (ii) the nuamber of cubscribers does not exceed

ten, and

g(C)] (iil) no payament is made by any sukscriber;

! i

A1) Any trapsacticn {pursuant to] UNDER an offer
to existing security Xolders cf the 1issuer, including
perscns who at the time of the transaction @re holders of
convertibkle securities, nontransferable warrants, or
transferable yarrants 2xercisatle withbin not more than

{ninety] 90 days ot their issuance, xf:

p(A)y) (i) nc commissicn or other reauneration,
| (Jother than a stand-ny ¢o-nission[)], is paid or given
directly or indirectly for soliciting any gecurity holder

in _this] THE State, or

g (8) ) (11) the 1ssuer first files a notice
specitying the taras ot the pffer and the Comaissioner
doas not by order disallcw the exemption within rhe next

five full tusiness Jdays;

A12) Any orfer, { (ltut not a sale[) )}, of a security

for which a registration gtatement has been filed wunder

a3 . .
this [Eubtitld, if nc stop order or refusal grder is in

effect and nc public proceeding or examination looking
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toward guch an crder is pending, and if the offeror
complies with [§§ 20 (c) or 22 (d)] §§ 11-402(C) OR
11-404 (D) ;

A13) Any offer or sale cf a security by or through

a c%gistered broker—deager if: g

g (1)) (i) {such] THE otfer or sale is nct directly
or indirectly tor ghe henefit of the issuer or a person
wvho is known or who should reasonably ke known to [such]
THE kroker-dealer to ke the reccrd or remeficial gwner of
{ten] 10 percent or mcre cf the outstanding voting

securities cf ghe issuer,

F(2) 31 (ii) the security is not part of an unsold
allotment or subscripticn yaken Lty a participant in a
distribution directly or indirectly for the jfenefit of
the issuer or a p2rson who is known or who REASONABLY
should Preasonatly] k-2 known tc {such] THE cLroker-dealer
to ke the record or penetficial owner of {ten) 10 percent
or more of the outstanding voting securities gf the

issuer, and

A3) no adrinistrative stcfp order or similar order or
permanent or temporary jinjunction of any court of
competent jurisdictiou is in effect under this fsuktitle]

TITLE or under any federal c¢r state act against the

- 74 -




CA Titlel?d
CORPORATICNS AND ASSOCIATIONS - Staff Draft F
11/20/74

offering gr sale 'of the security or amy security of the

same class.

Ac) Denial or revocation of exemption.

Zhe Commissioner BY ORDER may [by, crder]) deny or
'revoke any exemption gpacified in {clause] ITEMS (9) or
(11) of subsecticn (a) or in csuksection Ak) with respect
to a specific security or transaction. No such order
may ke entered wvithcut appropriate prior notice to all
interested parties, grportunity for hearing, and vritten
findings ot fact and conclusicns of law, except that the
Commissicner BY ORDER may [ty order summarily) deny or
revoke SUMMARILY any of the specified exesptions pending
final getersination of any proceeding under this
suksecticn. {Ugon] ON the gntry of a summary order, the
Cowmpissicnar PROMPTLY shall {prcmptly]) sotify {all] EVERY
interested (parti=2s)] PARTY that it has been entered And
of the reascns therefor and that within (fitteen] 15 days
of the receipt @t a written request the matter will ke
set dovn for hearing. 1f no hearing js requested and
none is crdered by the Ccmaissioner, the order will
remain Zn effect until it is pcdified or vacated Ly the
Commissioner. It a hearing is requested or ordered, the
Commissicner, after notice of and opportunity for hearing

to (all] EVERY interested (perscns] PERSON, may modify gr
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vacate the ordar/or extend it until tinal determination.
No order under ¥his subsection may operate retroactively.
No person may ke considered yo have viclated (33 19 or
27) §§ 11-401 OR 11-501 Ly reason of any gffer or sale
this

{

suksection if he sustains the turden of proof that he did

effected aﬁter the ontry cf gan order under

not know, and 1in the exercise gf reasonakle care could

not have known, of the order.

Ad) Burden of proof.

TITLE
Zn any proceeding under this Eubtitlﬁb’the turden

proving an exemgticn gr an exception from a definition

[upon) ON the person claiming it.

REVISOER'S NOTE: Znis section presently appears
Art. 32A, jlo.

In fgubsaction Aa) (1) the word "“apove™
sucstituted for “fcregoing."“

Fn  gubsection Ad4) (2) the word “the"
sybstituat~d tor the words "any such."

EFn gubsections Aa) (4) and (5), contrary to
style guidelines, the wvords "this State" are
yetained tc avcid amkiguity.

Zn gubsecticn [a) (8) the word “considers" is
substituted for “deeams"; the word ‘“these" s
substituted ror the ghrase “the above
rentioned*; and the vord "these" xs
substituted tor the words "the foregoing"; and
the word "on" is substituted for the word
"ypon."

In gubsection £a) (10) the words “the paper"

= M=
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are substituted for the wvords ®“such paper"
gverywhere they appear, and the word “such" is
deleted /trom the clause "any guch reneval."”

In gubsection Ab) (2) (i) the phrase "officers
and directors ot the issuers®" is substituted

for the phrase "issuer's officers and
directors.

In Subsection! Ak) (3) the word s"such“ is
deleted from thé phrase "each such flora®; the
Mord “under" is sukstituted for ®“pursuant to";
and the word "cn" is substituted for the word
“upon."

In gubsacticn Lk) (9) the words “any offeree"
are substituted for the phrase "any of fhe
cfferees,®" and "the state" is substituted for
“this state."

¥n gubsection Ak) (11) the word "under" is
csubstituted for the words "pursuant to."

2n gubsection Lk) (13) the word “"the" is
substituted for the word "such" vherever it
aprears. .

XIn gubszction (fc) the phrase npy order may" is
cubstituted for the phrase "may by order" 4nd
the word "on" is substituted tor the word
“upcn.“

In yhe ghird sentence of subsection (c) the
words “promptly shall®" are substituted for
"chall promptly.”

The gnly gther changes are technical changes
in internal «cross references, punctuation,
gcmenclature, and style.

A1-503. L (322 § 28).] 4yisleading filings.

It is unlavful for any person to make or cause to ke

made, in any document filed with the Commissioner or in
THE

any proceeding under this Es'_uttitli, any gtatement which
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is, at the time and in the light of the circuamstances 2011
under Mhich it is made, false or sisleading in any 2012

material respect.

REVISOR'S NOTE: Zhis secticn presently Aapgears as
Art. 322, §28. The owly c\~a-\3c w 1n  MNomenclalure.
o

§11-50u. {(32A A 29).] Unlaufuii representations

cencerning registraticn or exemgtion.
Aa) Neither:

A1) the fact that an application for registration
under [&§ 15-18] 43 A1-301 THROUGH 11-304, inclusive, of
this Eubtitlagngr a4 registration gtatement under [ §§
19-24] §% 11-401 THROUGH 11-406, 1inclusive, of this

e
ﬁubtitlg( has Leer filed; nct

A2) the fact that a person or security is
eftectively registaredl constitutes # findinjg Lty the
Cormissicner that any dccurment filed under this
[suttitle] ZITLE is true, ccuiflete, and not misleading.
Neither any suca fact por the fact that an exemption Or
exception is avalilable for a security gr a trainsaction
means that the Commissioner has passed in any way {upon]
gN the  merits or qualifications of, or reccamended or

given approval go, any perscn, security, or transaction.
Ab)y It is unlawful to make, or cause to ke made, to
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any prospective purchaser, gustomer, or client auy
representation inccncistent with subsection (a).

REVISOR'S NOTE: Zhis secticn presently appears as

Art. 32a, §29. Cross references are
ccenformed.

In‘ fubsection 4a) (2) % the word monn gis
substituted for the word "upon."® '

?Qﬁmagﬁi:e #ther changes are technical changes
in,punctuation, and Shyle.

TLE
X1-505. [ (322 § 30).) Administration of prtitlé?

Aa) Division of Securities[; Securities

Cosmissioner; assistant securities gommissioner).

Zhis @ubtitlg-:‘;fall be administered by the Division
of Securities which s herebty created as a division of
the Department of Law. The principal gxecutive officer
of the Division cf Securities shall ke the Securities
gommissicner to be appointed ky the Attorney General, who
ALSO shall Ppalso] have the powver to emgloy . Such] THE
officers and emgployees 4s @ay ke necessary to carry out

TME
the purposes of this Esubtitli

AB) SECURITIES COMMISSICKER.

Zhe Securities Commissicner shall be a practicing
lavyer of the State of Maryland in good standing, shall

hold his office at the pleasure of the Attorney General,




CA Titlel1

CORPORATICNS AND ASSOCIATIGNS - Staff Draft F
11,20/74

and shall receive [such)THE salary as [shall be) provided

Xn the State tudget.
AC) ASSISTANT SECURITIES COMMISSIONER.

Zhe Attorney Generdl shall falso appoint an assistant
securities commrissioner, mho, éfter appointment, »shall
hold his position subject generally to the pgrovisions of
[Article 64A of this Code) zzz. Whenever a vacancy
occurs An the pcsition of assistant securities
commissioner, [such) THE vacancy ghall ke filled by a
Ferscn agrpointed by the Attorney General sﬁbject to fhe
provisicns of [Article 64A of this Code] 22Z. Each
perscn {so] arpointad shall. hold his position subject

generally to the provisions of [said Article guAa] z2z.
(b)) (D) Us=2 or disclosure of information.

Xt is urlawful for tne Ccumissioner or any c¢f the
officers or emplcoyees in the Division cf Securities to
use for perscnal bepefit any information Mhich 1is filed

vith or «crttained by the Ccemissioner and which is not

. - . . 10153 .
Bade public. NOo prcvisicn cf this EubtxtlgL,authorlzes

the Comrissioner or any ¢gf his officers or employees to

disclose any such informaticn except among yhemselves or

vhen necessary or ap;roptiat%ein a fproceeding or
T

investigation pnder this Eubtitlg{ No provision of this
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(subtitle ] TITLE either greates or derogates trom any
privilege which exists at ccmmon law or otherwise ahen
documentary or other evidence is sought under a subpoena

directed to ghe Conmmissioner or any of his officers or

enpl(){ees. ‘ | ‘

REVISOR'S NOTE: Zhis secticn Fresently appears as
Art. 32a, 3§30, Art. 32A, §30(a) is divided
xZntc thres subsections for organizational
purgoses and catchlines are added.

n gubsection (a) the word “the" |is
substituted for "such."

2n gubsection Ak) the word "the" is
substituted for ‘'such™ and the words “shall
ke™ are Jeleted,

xn  gubsection Ac) the word “"the" is
substituted for the word "such," and the words
"so" And "said" are  deleted.

Zhe cross references are conformed.

2bhe pnly gther changes dre technical changes
in nomenclature, punctuation, and Style,
A1=506. ((32a 3 31). ] 1lnvestigations and subroanas.

Aa) INVESTIGATIONS; FILING OF STATEMENTS; AND

PUBLICATION OF INPORLATICN,
Zhe Comeissioner in his discreticn:

A1) may maks  such) public or private investigations

vithin cr outside gf tthis] THE State as he {deems])

CONSIDERS necessary to determine whether any person has
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violated or is about to violate any provision of fhis
[subtitle] TITLE or any rule cr order [hereunder,) UNDER

THIS JITLE; or to aid 1in the enforcement of this

{subtitle) TITLE or in yhe prescribing of rules and foras

{

A2) may require or permit any person to file a

{hereunder, ] UND;R THIS TITLE;

statement in vwvwritiny, under g@gath or otherwvise as the
Commissicner determines, as to 3ll the facts and
gircuvmstances concarning the matter to ke

investigated{, ); and

A3) may publish inforraticr ccncerning any violation
of this [suctitle] ZITLE cr any rule or order { hereunder)

UNDER THIS TITLE.

Ab) ADMINISTRATION CF POATHS AND AFFIRMATINS;
SUBPCENAING WITNESES5; ZOMFELLING ATTENDANCE OF WITNESSESS

TAKING OF EVIDENCE; AWL PRODUCTICN OF POCUMENTS.

Por the purpose cf any investigation or proceeding
under this {subtitl=}! ZITLE, the Commissicn2r or aay
officer designated by him wmay administer gaths and
affiraations, subpcena witnesses, compeal their
attendance, take gvidence, and require the production of
any bcoks, papers, ccrrespcndence, pemoranda, Jdgreements

or other documents c¢r records vwhich the Coamissioner
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{deems ] KONSIDERS relevant or material to the inguiry.
Ac) FAILORE TO OBEY A SUBFOENA.

Xn cdse of contusmacy ky, or refusal to obey a
subpoena issued to any perscn, fhe circuit court of the
city or county ®in which {such] THE person resides gr
transacts Lusiness, lugon] ON application by the
Commissicn, may jgssue to the person an order requiring
him to appear before the Ccemissioner, #r the officer
designated by him, there to Froduce documentary evidence
1f so ordered or tc yive evidence touching the smatter
under investigation gr in question, Failure to obey the
order of the court ®ay ke punished Py the court as a

contempt of court,
Ad) PRIVILEGF AGAINST SELF INCRIMINATION.

No perscn is excused from attending and testifying
or from produciny &«ny document or rececrd btefore the
Commissioner, cr in oredience to the sukpoena gf the
Commissioner or any officer designated ky his, or in any
proceeding fnstituted Lv tne Ccesmissioner, on th2 ground
that the testimony or evidence, g (Jdocumentary or
otherwvise[) ], reguired of him say tend to incriminate Kim
or subject bhim tc 1 penalty or forfeiture; kLtut no

e

individual may te prcsecuted cr subjected to any penalty

- 83 -
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or forfeiture for or on account of dAny transaction,
-atter{ or thiny concerning which he is compelled, after
glaieing his privilege against self-incrimination, to

testify or produce gvidence, { (}Jdocumentary or

otherwvise{) ], ixcept that the individual testifying s
o

not exempt fr prosecuticn and punishment for perjury oFf

conteapt ccusitted ¥n testifying.

REVISOR'S NOTE: Zhais section presently appears as
Art. 32A, 331. A catchline is added to gach
subsection.

xn gubsection Aa) (1) the word “such" is
deleted; the word “considers" is substituted
for “deems"; the wcrds "under this title" are
cutstituted for "hereunder."”

Zn gubsection /a) (3) the words “under this
title" are substituted for “hereunder."

Zn gubsection (k) Yhe word "considers" is
substituted tor "deems."

In gubsection Ac) the vord "the is

substituted tor the word wsuch®"; and the word
wen" fs substituted for the vword "“upon."

Xhe an y gther changes are technical changes
. TN w e -
i, punetudtiongand style.

A1-507. [(32A 3 32).] Injunctions.

Whenever it apgears to the Commissioner that any
person has engaged or ks atout to engage iu any act or

practice constituting a4 violaticn of any pgrovision of
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this [subtitle] TITLE or any rule or order [ hereunder]
BNDER THIS TITLE, he wmay in his discretion bkring an
action in the circuit gourt of the city or county in

vhich {such] THE perscn resides or transacts ypusiness to

enjoin the acts or practices and to enforce ccepliance

vith ghis [subtitle] TITLE or gLy rule or orde

[hereunder) ONDER THIS ZITLE, {Upon a) ON proper
shoving a permanent cr termporary injunction fr
restrainingy order shall be granted and a receiver or
ccnservator say pe appcinted for the defendant or the
defendant's assets, The ccurt may Mot yegquire the
Cosmissicner to fost a bond.
REVISOE'S NOTE: Zhis section presently appears as
Art. 32A, §32. The words "under this fgitle®
are substituted fcr “hereunder"; the word
"title" is5 sutstituted for "subtitle: and the
word "the" is substituted for "such": and the
word Ycu" 1is sucstituted for the words “upon
a."

Yo other changes are made.

A1-5C8. [ (32R § 34).] Civil liakilities.
Aa) #hen seller is liaktle[; extent of liability].

fAny perscn who: ] A PERSCN IS CIVILLY LIABLE IF HE
{ (1) Offers) OFFERS gr sells a security in violation of
{§ 15 (@), 19, or 29 (k),) §§ 11-301(A), 721-401, OR

11-5C4(B), or of any rule or order under L§ 27) §311-501
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which requires the atfirmative approval of sales

literature betore it is used[, gr].
AB) WHEN SELLER AND BUYER ARE LIABLE.

F(2) Offers] A PERSON IS CIVILLY LIABLE IP HE

¢
OFFERS, [5%] sells, PFR PURCHASE§ a security by lead% of

any untrue statement ot a material fact or any cmission
to state a material fact necessary in order to make xhé
statements rade, in the light of the circumstances under
vhich they #re made, not wmisleading, { {Jthe kLkuyer OR
SELLER not knowing of the Mntreth or omission[) ], and who
does not sustain the cLurden of proof that ke did not
know, and in tte exeicise of reasonable care could not
have kncwn, gf the untruth or omission, is liakle to the

person buying OR® SELLING ghe security [from hinm, J.

AC) EXTENT OF LIABILITY CF A SELLER IN VIOLATION OF

SUBSECTIONS (&) OR (&).

fwhc]) A BUYER may sue either at law cr in eguity to
recover the consideraticn paid for the security, together
with interest at [six) 6 percent per year from the date
pf payment, costs, and reasonakle attorneys® f2es, less
the azount of any Zncome received on the security, [upon]
ON the tender of the security, gr for damages if he no

longer owns the security. Damages are the asmount ghat
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would be recoverable [upon]) CN a tender less the value of

the security when the buyer disposed of it ana interest

at (six]} 6 percent per Year frow yhe date of dispcsition,

Z(()] (D) others jointly and severally liatle with
seller. -‘ ‘ ) ‘

Every person who directly or indirectly controls a
seller liable under fsubsection (a) ] SUBSECTIONS (A) AND
(B), every Fartner, ofticer, cr Airector of Lsuch a} THE
seller, every Perscn  occupying a similar status gr
performing similar functicns, gvery emgloyee of fsuch a)
THE seller who materially aids in the sale, And every
krcker-dealer or 492nt who materially aids in the sale
are also JYiaktle jointly ana severally with and to the
same extent as the seller, Mnless the nanseller who is so
liable sustains the Eurden of proof that ¥e did not know,
and in exercise of reascnakle care could not have known,
pf the axistenca of the facts Lty reason of vhich the
liabality is 1lleged ¥o exist. There is contritution as

in cases of contract among the several persons so liakle,
g(c)1 (E) Time of making tender,

Any tender specified in this section may Le made at

any time bkefore 2ntry of judgaent.
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F(d)] (F) sSurvival cf cause of acticn.

Every cause of action under this statute survives

the death of any perscn dho might have been a plaintiff

or defendant.

gi%)] (6) Limitation §f dactions; effect offoffer of

refund.

FNo) A perscn may NOT sue under this section wmore
than three vyears gfter the ccntract of sale; provided,
hovever, that no action shall ke m3intained go enforce
any 1liatility created under sutsection (@) [ (1) ) of this
section Mnless orought within one year after the
viclation [uponj ON which it As based, and that no action
shall be wmaintain2d to enforce dany liability greated
under subsection { (4) (2) ) (B) of this section unless
Eroucht within cne year atter the discovery of the untrue
statement or omissicn, gr atter {such) THE discovery
should have Leen nmade Ly the exercise gf r=2asonable
diligence; and provided, further that any action pending
obh June 1, * of which thereafter may be ins:ituted on
the basis tacts gr circumstances occurriugl?rior to

8EroRe o
such]ATHE date shall be governed ¥y the provisions of

Berone
this subsection in eifect Ericr to such]ATHE date. /{No)

A person may NOT sue under this section:
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A1) if the buyer received a written offer, betore
suit and at a time when Xe owned the security, to refund
the consideration paid tcgether with interest at [six]) 6
percent per year from the date of payment, less the

amnount of @Any inconme received on the security, and he

failed !o accept the ofter Jzthin Pthirty] 30 days of its

receipt{, ]; cr

A2) if the buyar received [such an) THE offer Lefore
suit and at a fime when he did not own the security,
unless he rejected the cffer in writing wmithin [thirty]

30 days of its receipt.

V(f)) (H) Effect of making or perfcrming contract

vith knowledge of facts,

gNol A person who has made or engaged in the
performance cf 4Ry contract in violaticn of any provision
of this Esubtitlj}‘gf any rule or order { bereunder, ) MPNDER
THIS TiTLE or who has acyguired any purforted right
under (any guch) T™HE contract with knowledge of the facts
Ly reasen cf which its Making or performance was in

viclation, may NOT base any suit on the gcantract.

@] () Provisicn tor wvaiver of compliance with

secticn void,
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Kny condition, stipulation, or provision binding any
person acquiring any gecurity to waive ccmpliance with
any provision of this {suktitle] TITLE gr any rule or

order [hereunder] UNDER THIS TITLE is void.

‘ g(h) ] (J) Rights and remedies additiong# to others.

Zhe rights and remedies provided by this [subtitle)
TITLE are in additicn Xo any other rights or remedies
that may exist at law or in equity, but ghis [ subtitle]
TITLE does not create any catse of acticn nct sgpecitied

Xn this secticm cr [§ 16 (e) ] §11-302(E).

REVISOF'S NOTE: Zhis section presently appears as
Art. 32A, §3u4,

AT t. A2a, j34(a) 1is divided into three
subsections. Suksection (a) deals with the
£ivil 1liaility of the seller; subsection (k)
deals with the civil liaktility gf the buyer
and seller; and suksection (c) deals with the
€xtent of the Yiakility. Art. 32a, §34 (a) (2)
gives the Lluyer the right of action and Kot
the seller. 1t is reworded and reorganized to
also give *he seller yYhe right of action. To
Le consistent with the other provisions of the
Zode the seller shculd also be given the right
of action.

n Zgubsecticn Ad) the word "the" is
substituted for the words "such a."

In gubsection (g9) the phrase %) person a=ay

not" is substituted for the phrase “No person

BaY.", and the pharse “betmie thet 15 subsbibubed  for fhe phacce
“Pries 1© Such’ )
An gubsections (h) and (i) the words “under 2375
this title" are cubstituted for "hereunder."

Klso in subsecticn (h), the word “A" is 2376
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substituted for the word "No"; the phrase "aay

not Lkase" ig substituted for the words "may

kase"; and the word Ythe" is substituted for

the words "any such."

gross references are conformed,

Zhroughout his Zection the word "title™ is

substituted for the word "subtitle®"; and the
i Mord “tonw istsubstituted for the -sord "upon,."

2he gnly gther changes are technical changes
In_Punctuatica and style.

A1-5C9. [(32a j 35).] Judicial reviewv of orders,
Aa) PROCEDURE FOR REVIEW OF FINAL OBRDER.

Any person aggrieved by a final order of the
Commissicner may oktain a ¥eview of the crder in
conformity with the fFrocedure prescribed in the Maryland
Rules of Procedure and in [Article 41, §§ 284-2563) 222,

inclusive, the Administrative Procedire Act.
Ab) STAY OF COMMISSIONEF'S ORDER.

Zhe commencemant of rroceedings under suksection (a)
does not, unless specifically grdered Ly the court,
operate as a stay of the Commissicner's order.

REVISOF*S NOTE: Zhis section presently appears as

Art. 32A, 335. A catchline is added to gach
subsz2ction. The crcss reterence is conformed.
No cther chinjes are gmade.

A21-510. {328 § 306).] Rules, forms, orders, and

hearings.
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Aa) Powvwers of Commissioner generally.

The Commissioner (may)] from time to time MAY make,
amend, and rescind Psuch] THE rules, forms, and orders as
are necessary to carry out the provisions of this
{subtitle] TITLE, gincluding rules and forss governing
fegistration statements, applicatioms, and reports, and
defining any terms, shether or not used in this

{subtitle] TITLE, insofar as the definitions ire not

inconsistent xith the gfrcvisions of this |[subtitle]

TITLE. For the purpose of rules And forms, the
Compmissicner may classify securities, persons, and
matters mithin his jurisdiction, and prescribe different

regquirements for different glasses.

Ab) Limitations on pover of Commissioner;

cooperation with state and federal agencies.

gNo] A rule, form, or order may NOT Le made,
amended, or rescinded Mnless the Commissicner finds that
the acticn is necessary or afpropriate in the Gpublic
interest or for the protecticn of investors and
consistent yith the ©purposes fairly t&;ended ky the
policy and provisions of this Eubtitli /In prescribing

rules and fcras the Ccmmissioner may cooperate with the

gecurities administrators of the other states and the
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Securities and Exchange g@orwmission with a view to

effectuating the policy of this statute to achieve

Maxisum wuniformity in the torm and content of

registraticn statements, applicatioans, And reports

wherever practicatle.

i { {

AC) Financial statements.
Ahe Comeissicner may by rule or order prescritkte:

A1) the form and content of financial statements

tequired under this [subtitle, ] ZITLE;

A2) the circumstances under which ccnsolidated

financial statements shall ke filed{,]}; and

A3) vhether any required financial statements shall
be certified Dy independent #r certitiei puklic
accountants, All financial statements shall be prepared
iIn accordance with Jenerally accepted accounting

practices,
A1) Publication of rules and forss.

Kll rules and forms of the Cormissioner shall be

publ ished.,

Ae) Acts dcne in good faith not atfected ky

subsequent aserdment, ectc.
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gNo)} A provisicn of this [subtitle] TITLE imposing
any liability gpplies to any act done or ositted in good
faith in conforaity with any zule, foram, or crder of the
Commissioner, notwithstanding that the rule, form, or

order =aay NOT later Le amended, {or]) rescinded, or be

A
determined ky judicial or other authorgty to be invalid

for any reason.
Af) Hearings to be fpuklic.

Every hearing in an administrative proceeding shall
be puklic wunless the gcamissioner 1im his discretion
grants a reguest joined in ky all the respondents fhat
the kearing ke conducted privately.

REVISQOR'S NOTE: Zhis section presently appears as

Art. 32A, j36.

n gubsecticn Ad) the sord “the" |is
sukstituted tor the word "such."

In ¥he first sentence of subsection (k), the
word "A" is sukstituted for the yord "No%"; and
th2 word "not" is inserted kbetween the vords
"miy ke.™

Jn gubsection (e), the word "A" is substituted
for the wvord *"No" and the word "not" (s
inserted between the words "may later.“

Zhroughout fhis gection the word "title" is
substituted for the word "subtitle."

Th2 gnly gther changes are technical changes
in punctuation and style.

[(32a 3 37). ) Administrative files and
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opinions,
Aa) When document is filed.,

K document is filed when it is received ty the

Commissicner.

ADb) RegiSSn:to be kept Ly Comwissioner; contents;

inspection.

Zhe Coemissioner shall keep a register of [all
applications] EVERY APPLICATION for registration and
registraticn statements which are or bhave ever been
#ftective under this {subtitle) TITLE and all denial,
suspension, or yevocation orders which have been entered
under this {subtitle) TITLE. /The register §hall be open

for public inspection.
AC) Information available to public.

The infcrmaticn ccntained in or filed with any
registraticn statement, Jpplicaticn, cr report may ke
made available to the puklic under [such] ZHE rules as

the Commissicner prescrites,
Ad) Copies.

Bpon request and at [such] THE reascnaktle charges as

he prescrikes, fhe Commissicner shall furnish to any

- 95
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person photostatic or other Copies, F(Jcertifi>d under
his seal of office if requested() ]}, of any entry in the
¥egister or any document which is a matter of puklic
record. In any proceeding gr Prosecution under this

{subtitle] TITLE, any Copy so certified is prima facie

evidence of té% contents of the‘ entry or docunené‘

certified,
Ae) Interpretative cpinicns.

Zhe Commissicner in his discreticn may honor

requests from interested rferscns for intergretative
opinions.
REVISOF'S NOTE: Zhis section presently appears as
Art. 32a, 337.

In  gubsections (c) and (d) the word "the" is
substituted 1or the word "such.®

Zhroughcut fhis gection the word "title" is
substituted for the word "subtitle.®

Zhe gnly gther changes are technical changes
in punctuation.

A1=-512, [ (320§ 39).) aryland Blue Sky Advisory

Compittae,

Zhe Governor shall afpoint a Maryland Blue Sky
Advisory Ccmmittee which ghall consist of six meabers,
all of whom shall ke residents of the State gf Maryland,

at least tvwo of whcm shall be actively engaged in the
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securities Jusiness or AS 1investment advisers, and at
least twc of whom shall he tenkers gf the Lar. The
members shall te selected on the tasis of their
experience and gualifications tc advise the Ccmmissioner
on ([all phases] EVERY PHASE #f the securities business.
The memkers sha¥1 be appointed for"staggered Xerms of
three years each, with twc members being appointed each
year, to gerve without CCmpensation and eligiktle for
reappointment for additicnal Yerms, The terms [of)
UNDER WHICH the first memters ARE afpointed ?hereunder)
shall be designatei by the Governor at the time of their
appointment. /The members of the Cozmittee shall select
their own chairman. Meetings gf the Committes shall ke
held when called by the Ccmmissioner. He shall gonsult
with the Ccamittee and it shall give him the benefit of
its advice £n any f{and all] matters pertainingy to the
adsinistraticn ot this { subtitle] ZITLE, particularly the
adoption, amendment Or reredl ot rules, reqgulitions And
foras provided for [herein} IN THIS TITLE.
REVISOE'S NOTE: ?Phis section presently dprears as
Art. 32a, §39. The words "under which" dre
Substituted for the word “"of®" apg the wvord
"hereunder"” is deleted.

Zhe guly gther changes are in romenelature
Punctuation  and style.

A1-513, | (321 § 40).] Transition provisions.
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A3) REGISTRATION STATEMENT FILED CN OR BEFORE JUNE
1, 1962.

Xny broker-d=aler or agent who, on June 1, 1962, has
filed with the Attorney general a registraticn statement
[ pursuant to] UNDER the Maryland; Blue gky Law in effect
{prior to) BEFORE this [subtitlég TITLE, and againstiEhCI
no cease and desist order has keen issued ky the Attorney
General {pursuant Yo said] UNDER THE Blue Sky Law, or wvwho
is exemgt frcm the registration gequirements of [said]
THE Blue Sky Law, and who within [thirty] 30 gays after
the Cowmmissicner shall first publish notice, as in
subsection Ab) of this sectiomn provided, that foras are
available for registration as a broker-dealer or agent
under this {[subtitle) TITLE, shall file with  the
Commissioner his applicaticn for registration under this
[subtitle] ZITLE either as a kroker-dealet or as agent,
accompanied 1in either case )y the reguisite registration
fee, shall ke entitled to transact his business in {this]
THE State until Mis agrplicaticn for registraticn under
this | subtitle shall have kLeen) TITLE XS granted or
deniecd or his registraticr wunder this [subtitle shall
have} ZITLE HAS terminated. Any person previously

registered under the Blue gky Law in effect in [this

State prior to] THE STATE BEFORE the adoption gf this
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(sukbtitle] TITLE or who is exeampt from the registration
requirements gf {said) THE Blue Sky Law [shall not be] Is

NOT required to puklish Hotice of his 1inpitial

registraticn under this |(subtitle] TITLE as othervise

{

F (b) The appointment cf the first Coamissioner to
serve under this subtitle ghall be made by the Attorney
General within thirty days after June 1, 1962, and within
ninety days after such date the Commissioner shall, in
cospliance yith Article 41, §§ 244-256, inclusive, the
Adeministrative Procedure Act,

yequired by {§ 16 (a) hereof] §11-302(A).

A1) adopt and cause to Le printed rules for the
administraticn of this gurtitle as herein provided, and

A2) cause to be prepared and printed fores for
application tor reygistraticn gt troker—dealers, and
agents under this subtitle. He shall give notice gf the
availability of copies of such rules and foras Ly
puklication not Yess frequently than once a week for
three successive weeks in a3 newspaper pf general
circulation 1in Baltimore and in Washington, D.C. and in
such gther sanner as he w@ay deem appropriate. Any
amendments or addition to gaid rules shall likewise te
adopted in ccnformity with Article 41, 5§ 244-256,
Anclusive, the Administrative Frocedure Act. )

Fcyl (B) SECUPITIES SOLD OR DISPOSED JOF EREFORE

JUNE 1, 1972,

Any security which, {prior to] BEFORE or within
[ninetyl 90 days after June 1, 1962, has teen sold or
disposed of by the issuer or bcna fide offer2i o the
public shall Le 2xempt frcm the registraticn provisions

of this fsubtitl2] FITLE, but this exeagtion shall not
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apply to any nev oftering of any fsuch] security by an

issuer or undervriter suksequent to ([such ninety] $0

days.

REVISOR'S NOTE: PThis section presently appears as
Art. 32A, §u0. A catchline is added to gach

g subsection. ‘

An gubsection Aa) the word “under" is
substituted for the words "pursuant to"; the
word Ybefore" is substituted for the words
“prior to"; the word "under" is substituted
for the phrase "pursuant to such®™; and the
phrase "the state tefore" is gubstituted for
tha phrase "this state prior to."

Art. 32A 840 (k) is proposed for deletion
becasuse it is oksclete.

In gubsection (b) the word "fefore" is
substituted for the words "prior to,"and the
uord "such" is deleted.

gross references are conformed

Zhroughcut fhis gection the word “title" 1is
substituted for the word "subtitle."

Zhe pnly gther changes are technical changes
in punctuation, internal cress references, #nd
style,

(322 § uy). Saving provisions.
Aa) Proce<edings pending cn June 1, 1962.

Xny suit, action, prosecution or proceedings pending
on June 1, 1962, or mhich may thereafter ke initiated
on the kasis gf facts or circumstances

occurring prior to such date ghall ke
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governed by and subject to the subtitle "Blue Sky Law®
which was jin effect pricr to June 1, 1962, as if

this subtitle Kad not Lkeen enacted.
Ab) Review proceedings.

fuBl administrative orders as i to which
review proceedinygs have nct keen instituted by June 1,
1962, shall ke governed py § 35 except that no
reviev proceeding may be instituted unless fhe petition
is filed within any period of limitation which would have

applied JMad this [subtitle not been enacted{]

REVISOER*S NOTE: Z2his section presently appears as
Art. 32A, 348, The provierens of Hay Sechion

Qe P‘.‘,‘,osc.\ (e dg\d\e.\ hecause '\-\\e\‘ Qye cbso‘cxe.

A1=-51%, {328 3 38).; Sccpe of {subtitla2) TITLE;

service of process.

Aa) AFFLICABILITY OF 'SECTIONS 11-201, 11-301(a),
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11-401, 11-504, AND 11-508.

Bections {13, 15 (a), 19, 29, and 34) §§ 11-201,
11-301(a), 11-401, 11-504, AND 11-508 apply to [persoas

vho sell or offer] ANY PERSON WHO SELLS OR OPFERS to sell

vh?E: ‘ ‘
A1) an offer to sell is made in [this] THE State(, J;

or

A2) an offer to buy is sade and accepted in [this]

THE State.

Ab) APPLICABILITY OF SECTIONS 11-201, 11-301(2),

AND 11-504,

Bections [ 13, 15 (a), and 29) §§ 11-201, 11-301(a),
AND 11-504 arply %o [persons who buy or offer] ANY PERSON

WHC EUYS OR OFFERS to buy wvwhen:

A1) an offer to kuy is made in [this) THE State(,];

or

A2) an offer to sell is made and accepted in ; this)

THE State.
Ac) WHEN AN OFFER TC SELL OR BUOY IS MADE.

Por the purpose of this section, an offer to sell or
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to buy is made in Fthis] THE State, wvhether or nct either

Party is then present ijp (this] 2HE sState, when the

offer:

A1) originatss from L this) THE State; or

, £
‘ A2) is directed g% the offeror to [thi%] THE State

and received at ghe pPlace to which it is directed, { (Jor
at any ctost office in l'this] THE State in the case of a

mailed offer[) J.
Ad) WHEN AN OFFFRr TC SELL OR RUY IS ACCEPTED.

Por the purpose of this section, an offer tc ktuy or

to sell is accepted in ({this] THE State when acceptance:

A1) is ccmmunicated to the offeror in (this) TAE

State; and

A2) has not { Previcusly) been ccamunicated
PREVIOUSLY to the cfteror, grally or in wWriting, outside
(this] THE State; and icceptance is ccmmunicatad Xo the
ofteror in {this] Tyr State, whether or nct eithsr party
is then gresent in (this) THE State, when tho ctferee
directs it to tha ott2ror in {this]) THE State reasonably
believing the cffercr *o be in [this) ZHE Sta*te ang it is
received at the place tc wvhich 1t is directed, [ (Jor at

any rost office in {this] THE State in the cise of a

- 13 -

2744

2745

2747

2749
2750

2751

2753

2755

2756

2758

2760
2761

2762

2763
2764
2765

2766




CA Titlell

CORPORATIONS AND ASSOCIATIONS - Staff Draft F
11/20/74

mailed acceptancey) ).
Ae) WHEN AN OFFER TG SELL OR BUY IS NOT MADE.

Xn otfer to sell or to kuy is not made in {this] THE

State wvhen:

:

on his behalt in [this] ZHE State any kona fide newspaper

A1) the publisher circulates or there is circulated

cr other publicaticn of general, regular, and paid
circulation which 1is not putlished in {this) THE State,
or which is published in {this] THE State kLut has had
more than two thirds gf its circulaticn outsiie {this])

THE State during the past [twelve] 22 months[,]};: or

A2) a radio or television progras originating

outside [this] THE State s received in [this] THE State.
Af) APPLICABILITY OF SECTION 11-202,

gection (14] §11-202 applies when any act
instrumental in eftecting prchiktited conduct is docne 1in
[this] THE State, whether <¢r not either party is then

present in [this] THE State,

Aq) APFOINTMENT OF ATTOGRNEY TO RECEIVE SERVICE OF

PRCCESS.

2Zvery applicant for registration under this

- 104 -~
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[subtitle) TITLE and every Yssuer which proposes to offer
a security in {this] THE State through Any person acting
on  an 4gency tasis in the ccmmon-lav sense shall file
Mith the Ccamissioner, in {such] THE form as he ky rule.

prescribes, Al irrevocatle consent agpcinting the

] . . . B . £ .
qonllsslcner or his$ successor in offi € Yo ke his

attorney to receive sorvice cf any lawful process in any
ncncriminal guit, acticn, or Froceeding against him or
his successor, 2xecutor, or adainistrator Mhich arises
under this Isubtitle] TITLE or any rules or order
[hereunder) PNDER THIS TITLE after the consent has Leen
tiled, wvith the same force And validity as if served
Perscnally cn the parson tiling the consent. X person wvho
has filed such a cousent in connaction with a previous
registraticn meed not file ancther., Service may pe made
by 1leaving 2 Copy of the process in the office of the

Comnissionar, but i+ is nct 2ttective unless:
[

A1) the plain*ti:t, who ray be th2 Cosmissioner, in a
suit, icticn, or proceeding Anstituted by him,
[ forthwith] IMMEDIATELY sends notice of the service and a
copy of the process by registered rail tc th2 defendant
OrL respondent @t his last address on file with the

Commissioner(, j; and
A2) the plaintitf's affidavit of compliance with

- 10¢ -
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this [subsection] SECTION s filed in the case on or
betore the return day of the process, if any, #r within

Lsuch] further time as the court allows.

Ah) FAILORE TO PFILE A CONSENT TO SERVICE OF

s i

Mhen any person, including any nonresident of [ this])

PROCESS,

THE State, engages f¥n ccnduct prohikited or made
actionable by this [subtitle] TITLE or Any rule or order
{hereunder ) UNDER THIS TITLE, and he has not filed A
consent to service cf process under subsection L (@) ] (G)
and perscnal Jurisdicticn cver him cannot otherwise ke
obtained in [this] THE State, fhat conduct shall Le
considered equivalent teo his appoihtlent of the
Comeissioner gr bhis successcr in office to Le his
attorney to receive service ct any Yauful process in any
ncn—crimninal suit, acticn, or froceeding against his gr
his successor, executcr, or adeinistrator which grows out

of that conduct and which 1is brought wunder this

[subtitle] TITLE or any rule or order FPhereunder] UNDER

TRIS TITLE, with the same force and validity as if gerved
on him personally. Service wmay be made Ly leaving a
copy of the pgrocess in the office of the Ccmmissioner,

and it is nct ettective unless:
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A1) the plaintiff, who Bay be the Commissioner in a
suit, acticn, or' proceeding Anstituted ky bhim,

[forthwith] IMNEDIATELY sends notice of the service and a

copy of the process Yy registered mail to the defendant

Cr respondent at his last known address 5or takes other

steps which are rasonakly calculate ¥o give actual

notice{,); and

A2) the plaintiffrg affidavit of compliance with
this [subsection) SECTICN xs filed in the case on or
before ﬁhe return diy of the process, 1if any, gr within

such turther time dS the court allows.
A1) CONTINUANCE.

Hhan [frocess is served~ under this section, the
court, or the Commissicner An a Froceeding Lkefore hism,
shall order {such) THE continuance as may ke necessary to
afford the detendant o: resrondent reasonable opportunity

Yo detend.

REVISOR'S NOTE: Zhis section Presently appears as
Art. 32A, §38. A cautchline is addel fo each
Subsection.

AIn  xh2 first sentence of subsection (g) the
vord "the" is sukstitute] tor the yord "such,"
and the words  “ypder this suttitle" are
substituta2d for the ¥ord "hereunder.™ In item
(9) {1} th=2 wcrd "immediately” is substituted
for the word "forthwith"; and in itenm 9)(2)
thke word "such® is deleted.

- 107 -




CA Titlel?

CORPORATICNS AND ASSOCIATICNS — staff Draft F
11,20/74

Xn gubsection Lh) the words "under this
subtitle® are sukstituted for the word
"hereunder."

In gubsection h) (1) the vord “immediately" is
substituted for the word wforthuwith."

an gubsection A1) the wcrd “the" 1is
cubstituted for the wvord nsuch."

ﬂrgss references are co%forled. §

Z2hroughout fthis gection the word "title" is
substituted for the word nsubtitle."

The gnly g@ther changes are technical changes
in nomenclature, punctuation, and style.

A1=515. [ (320 § 41). Ccnstruction of subtitle. ]

UNIFORMITY OF INTERPRETATION.

?his [suttitle] TITLE shall be so construed as to
effectuate its general purpose to make uniform the law of
those states which enact it and to coordinate fhe
interpretaticn and administration of this L suktitle]
TITLE with the related fgederal regulation.

REVISOE'S NOTE: Zhis secticn presently apgears as

Art. 32A, §u1. 1he catchline is cnanged fo

read "Uniformity of Interpretation.”

Zhroughcut fhis gection the word "title" 1is
substituted for the word "gubtitle."

Jo cther changes are made.

A1-516. ((32A § 33). Crimes.) PENALTIES.

Aa) Penalties; defenses.
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Any person who willfully violates any provision of
this [subtitle) TITLE gxcept [§ 28] §11-503, or vho
willfully viclates any rule c¢r order under xhis
(subtitle]) TITLE, or who willfully violates [§ 28]

§11-503 knowing fhe statement made to ke false or

misleading gr any waterial reiPect, ({shall npon]s ON

conviction SHALL be fined not more than $5,000 or
imprisoned, j#a the penitentiary or (such] other legal
place of confinement as the court say determine, not more
than three years, or both; kut [no perscu may] A PERSON
BAY NROT ke ilpriscneé'for the violation of any rule or
order if Je proves that he ‘had no knowledge of the rule
or order. No indictment gr information may be returned
under this ([subtitle] TITLE more than five years after

the alleged viclaticn.
AL) State's attorney tc institute proceedings.

Phe Cosrissicnel may refer (such] evidence as is
TTLE
availatle concerning violations gf this@ubtitle]ot of
A'
any rule or order {her=uuder) UNDER THIS TITLE xo tane
State's attorney who may, with or without [such a}] THE

reference, gnstitute the approrriate criminal proceedings

under this fsuktitle) TITLE.

Ac) State's power tc punish conduct not limited.
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othing in this [subtitle] TITLE limits the powver of
the State to! lpunish aAny person for any conduct which
!

constitutes a crime by statute or at common Xaw.

REVISOR'S  NOTE: 2his section presently appears as
Art. 32A, §33. The catchline is changed o
A! read "Penalties.™

2n gupbsection La) the phrase "on conviction
shall" is substituted for ¢the fphrase™ shall
Mpon ccnvicticn%; the word "“such®™ is deleted;
and the fhrase "“a person may Aot"™ is
substituted for the phrase "no person may."

In gubsecticn (k) the word "such" is deleted;
the words "under this title" are substituted
for the word "hereunder"; and the word "the"
is substituted for the words Ysuch a."

2he ¥nternal grcss references are conformed.
Phroughcut yhis gection the word "title" |is
substituted for the word "subtitle."®

Zhe gnly gther changes are in punctuation and
style.

Z1-517. [ (32A § 42).] Short title.

This |subtitla] TITLE may ke cited as the Maryland
Securities Act.
REVISOR'S NOTE: This section presently aprpedars as
Art. 32A, 3j42. Ncmenclature is ccnforrmed.
g(32n § 43). Severability of grovisions.
If any provisicn c¢f this subtitle or the
apglication thereof yc any perscn or circumstance is held
invalid, the invalidity shall nct affect other provisions

or applicaticns of this subtitle wvhich can ke given
gffect without the invalid grovision or application, and

- 110 -
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to this .end the provisions of -this subtitle are
severable, ;

REVISOR'S NOTE: Zhis section presently appears as
3 Art. ''32A, §u43, "Severability of Provisions.®
2t is deleted because Art. 1, §21 of the Code
{Ch. 241, Acts of 1973) provides fhat: "the
provisions of all statutes enacted after July
1, 1973’ are severable xnless the statute
specifically provides that its provisioms are

‘ not sevetable..."fhus, §43 is unnecessary. )

@GENEFAL REVISOR'S NOTE:

Bections 11-101 through 11-519 are drawn from Art,
324, §§ 13 through 44, Fhe Uniform Secureties . Act.
Section 43, "“Severability of Provisions" is geleted
because Art. 1, §21 of the Code (Ch. 241, Acts of 1973)
provides: Ythe provisicns of all statutes enacted after
July 1, 1973 are severakle Mnless the statute
specifically provides that its -provisions are not
severable. 4 ." thus, §43 1is wunnecessary. FPor an
overview of the Maryland Securities Xct see Shapiro and
Sachs, Blue Sky Law and Practice: An Overview, 4
U.Balt.L.Rev. 2 (1974).




